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‘Atomic Energy Control 


PLAN FOR AUTHORITY 
By BERNARD M. BARUCH, United States Representative to the Atomic Energy Commission of the United Nations 
Delivered at the Opening Session of the Atomic Energy Conference, June 14, 1946 


Y fellow members of the United Nations Atomic 
Energy Commission and my fellow citizens of the 
world, we are here to make a choice between the 

quick and the dead. That is our business. 

Behind the black portent of the new atomic age lies a 
hope which, seized upon with faith, can work our salvation. 
If we fail, then we have damned every man to be the slave 
of fear. Let us not deceive ourselves: We must elect world 
peace or world destruction. 

Science has torn from nature a secret so vast in its poten- 
tialities that our minds cower from the terror it creates. Yet 
terror is not enough to inhibit the use of the atomic bomb. 
The terror created by weapons has never stopped man from 
employing them. For each new weapon a defense has been 
produced, in time. But now we face a condition in which 
adequate defense does not exist. 

Science, which gave us this dread power, shows that it 
can be made a giant help to humanity, but science does not 
show us how to prevent its baleful use. So we have been 
appointed to obviate tHat peril by finding a meeting of the 
minds and the hearts of our peoples. Only in the will of 
mankind lies the answer. 

It is to express this will and make it effective that we 
have been assembled. We must provide the mechanism to 
assure that atomic energy is used for peaceful purposes and 
preclude its use in war. To that end, we must provide im- 
mediate, swift, and sure punishment of those who violate the 
agreements that are reached by the nations. 


PENALIZATION EsSENTIAL 


Penalization is essential if peace is to be more than a fev- 
erish interlude between wars. And, too, the United Na- 
tions can prescribe individual responsibility and punishment 
on the principles applied at Nuernberg by the Union of 
Soviet Socialist Republics, the United Kingdom, France, 
and the United States—a formula certain to benefit the 
world’s future. 


In this crisis, we represent not only our governments but, 
in a larger way, we represent the peoples of the world. We 
must remember that the peoples do not belong to the gov- 
ernments, but that the governments belong to the peoples. 
We must answer their demands; we must answer the world’s 
longing for peace and security. 

In that desire the United States shares ardently and hope- 
fully, the search of science for the absolute weapon has 
reached fruition in this country. But she stands ready to 
prescribe and destroy this instrument—to lift its use from 
death to life—if the world will join in a pact to that end. 

In our success lies the promise of a new life, freed from 
the heart-stopping fears that now beset the world. The be- 
ginning of victory for the great ideals for which millions 
have bled and died lies in building a workable plan. Now 
we approach fulfillment of the aspirations of mankind. At 
the end of the road lies the fairer, better, surer life we crave 
and mean to have. 


CaN Erect SAFEGUARD 


Only by a lasting peace are liberties and democracies 
strengthened and deepened. War is their enemy. And it 
will not do to believe that any of us can escape war’s devas- 
tation. Victors, vanquished and neutrals alike, are affected 
physically, economically, and morally. 

Against the degradation of war we can erect a safeguard. 
That is the guerdon for which we reach. Within the scope 
of the formula we outline here there will be found, to those 
who seek it, the essential elements of our purpose. Others 
will see only emptiness. Each of us carries his own mirror, 
in which is reflected hope—or determined desperation—cour- 
age, or cowardice. 

There is a famine throughout the world today. It starves 
men’s bodies. But there is a greater famine—the hunger of 
men’s spirit. That starvation can be cured by the conquest 
of fear and the substitution of hope, from which springs 
faith—faith in each other, faith that we want to work to- 
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gether toward salvation; and determination that those who 
threaten the peace and safety shall be punished. 

The peoples of these democracies gathered here have a 
particular concern with our answer, for their peoples hate 
war. They will have a heavy exaction to make of those who 
fail to provide an escape. They are not afraid of an interna- 
tionalism that protects; they are unwilling to be fobbed off 
by mouthings about narrow sovereignty, which is today’s 
phrase for yesterday’s isolation. 


Basis or SOUND Po.icy 


The basis of a sound foreign policy in this new age for all 
the nations here gathered is that: Anything that happens, 
no matter where or how, which menaces the peace of the 
world, or the economic stability, concerns each and all of us. 

That roughly may be said to be the central theme of the 
United Nations. It is with that thought we begin considera- 
tion of the most important subject that can engage mankind— 
life itself. 

Let there be no quibbling about the duty and the respon- 
sibility of this group and of the governments we represent. 
| was moved, in the afternoon of my life, to add my effort 
to gain the world’s quest, by the broad mandate under which 
we were created. The resolution of the General Assembly, 
passed January 24, 1946, in London, reads: 

“Sec. V. Terms of reference of the Commission: 

“The Commission shall proceed with the utmost 
dispatch and inquire into all phases of the problem, and 
make such recommendations from time to time with 
respect to them as it finds possible.” 


SPECIFIC PROPOSALS 


“In particular the Commission shall make specific 
proposals : 

“A. For extending between all nations the exchange 
of basic scientific information for peaceful ends; 

“B. For control of atomic energy to the extent nec- 
essary to insure its use only for peaceful purposes; 

“C. For the elimination from national armaments of 
atomic weapons and of all other major weapons adapt- 
able to mass destruction ; 


“D. For effective safeguards by way of inspection 
and other means to protect complying States against the 
hazards of violations and evasions. 

“The work of the Commission should proceed by 
separate stages, the successful completion of each of 
which will develop the necessary confidence of the world 
before the next stage is undertaken.” 


Our mandate rests, in text and in spirit, upon the out- 
come of the conference in Moscow of Messrs. Molotov, of 
the Union of Soviet Socialist Republics; Bevin, of the United 
Kingdom; and Byrnes of the United States of America. The 
three Foreign Ministers, on December 27, 1945, proposed 
the establishment of this body. 


Proposep BY THREE Powers 


‘Their action was animated by a preceding conference in 
Washington on November 15, 1945, when the President of 
the United States, associated with Mr. Attlee, Prime Min- 
ister of the United Kingdom, and Mr. Mackenzie King, 
Prime Minister of Canada, stated that international control 
of the whole field of atomic energy was immediately essen- 
tial. They proposed the formation of this body. In examin- 
ing that source, the agreed declaration, it will be found that 
the fathers of the concept recognized the final means of world 
salvation—the abolition of war. Solemnly they wrote: 


“We are aware that the only complete protection 
for the civilized world from the destructive use of scien- 
tific knowledge lies in the prevention of war. No sys- 
tem of safeguards that can be devised will of itself 
provide an effective guaranty against production of 
atomic weapons by a nation bent on aggression. Nor 
can we ignore the possibility of the development of other 
weapons, or of new methods of warfare, which may 
constitute as great a threat to civilization as the military 
use of atomic energy.” 


Through the historical approach I have outlined, we find 
ourselves here to test if man can produce, through his will 
and faith, the miracle of peace, just as he has, through science 
and skill, the miracle of the atom. 


Unirep States Urces Worip AGENCY 


The United States proposes the creation of an interna- 
tional atomic development authority, to which should be en- 
trusted all phases of the development and use of atomic 
energy, starting with the raw material and including: 

1. Managerial control or ownership of all atomic energy 
activities potentially dangerous to world security. 

2. Power to control, inspect, and license all other atomic 
activities. 

3. The duty of fostering the beneficial uses of atomic 
energy. ; 

4. Research and development responsibilities of an affrma- 
tive character intended to put the authority in the forefront 
of atomic knowledge and thus to enable it to comprehend, 
and therefore to detect, misuse of atomic energy. To be 
effective, the authority must itself be the world’s leader in 
the field of atomic knowledge and development and thus 
supplement its legal authority with the great power inherent 
in possession of leadership in knowledge. 


Previous FAILurEs REPORTED 


I offer this as a basis for beginning our discussion. 

But, I think, the peoples we serve would not believe—and 
without faith nothing counts—that a treaty, merely outlaw- 
ing possession or use of the atomic bomb constitutes effective 
fulfiullment of the instructions to this commission. Previous 
failures have been recorded in trying the method of simple 
renunciation, unsupported by effective guaranties of secur- 
ity and armament limitation. No one would have faith in 
that approach alone. 

Now, if ever, is the time to act for the common good. 
Public opinion supports a world movement toward security. 
If I read the signs aright the people want a program not 
composed merely of pious thoughts but of enforceable sanc- 
tions—an international law with teeth in it. 

We of this Nation, desirous of helping to bring peace to 
the world and realizing the heavy obligations upon us, aris- 
ing from our possession of the means of producing the 
bomb and from the fact that it is part of our armament, are 
prepared to make our full contribution toward effective con- 
trol of atomic enery. 


Wovutp Hatt MANUFACTURE 


When an adequate system of atomic energy, including the 
renunciation of the bomb as a weapon, has been agreed upon 
and put into effective operation and condign punishments set 
up for violations of the rules of control which are to be 
stigmatized as international crimes, we propose that: 

1. Manufacture of atomic bombs shall stop; 

2. Existing bombs shall be disposed of pursuant to the 
terms of the treaty; and 
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3. The authority shall be in possession of full information 
as to the know-how for the production of atomic enrgy. 


Let me repeat, so as to avoid misunderstanding: My coun- 
try is ready to make its full contribution toward the end 
we seek, subject, of course, to our constitutional processes, 
and to an adequate system of control becoming fully effective 
as we finally work it out. 

Now as to violations: In the agreement, penalties of as 
serious a nature as the nations may wish and as immediate 
and certain in their execution as possible, should be fixed for: 


1. Illegal possession or use of an atomic bomb; 

2. Illegal possession or separation of atomic material 
suitable for use in an atomic bomb; 

3. Seizure of any plant or other property belonging to or 
licensed by the authority; 

4. Willful interference with the activities of the author- 
ity; 

5. Creation or operation of dangerous projects in a man- 
ner contrary to, or in the absence of, a license granted by 
the international control body. 


Veto Power INVOLVED 


It would be a deception, to which I am unwilling to lend 
myself, were I not to say to you and to our peoples that the 
matter of punishment lies at the very heart of our present 
security system. It might as well be admitted, here and now, 
that the subject goes straight to the veto power contained in 
the Charter of the United Nations so far as it relates to the 
field of atomic energy. The Charter permits penalization 
only by concurrence of each of the five great powers—Union 
of Soviet Socialist Republics, the United Kingdom, China, 
France, and the United States. 

I want to make this very plain that I am concerned here 
with the veto power only as it affects this particular prob- 
lem. There must be no veto to protect those who violate 
their solemn agreements not to develop or use atomic energy 
for destructive purposes. 

The bomb does not wait upon debate. To delay may be 
to die. The time between violation and preventive action 
or punishment would be all too short for extended discus- 
sion as to the course to be followed. 

As matters now stand, several years may be necessary for 
another country to produce a bomb de novo. However, once 
the basic information is generally known, and the authority 
has established producing plants for peaceful purposes in 
the several countries, an illegal seizure of such a plant might 
permit a malevolent nation to produce a bomb in 12 months, 
and if preceded by secret preparation and necessary facilities 
perhaps even in a much shorter time. 


SPEED ON PENALTIES VITAL 


The time required—the advance warning given of the pos- 
sible use of a bomb—can only be generally estimated but 
obviously will depend upon many factors, including the suc- 
cess with which the authority has been able to introduce 
elements of safety in the design of its plants and the degree 
to which illegal and secret preparation for the military use of 
atomic energy will have been eliminated. Presumably no 
nation would think of starting a war with only one bomb. 

This shows how imperative speed is in detecting and pe- 
nalizing violations. 

The process of prevention and penalization—-a problem 
of profound statecraft is, as I read it, implicit in the Moscow 
statement, signed by the Union of Soviet Socialist Republics, 
the United States, and the United Kingdom a few months 
ago. 


But before a country is ready to relinquish any winning 
weapons it must have more than words to reassure it. It 
must have a guaranty of safety not only against the offenders 
in the atomic area but against the illegal users of other 
weapons—bacteriological, biological, gas, perhaps, why not? 
against war itself. 

In the elimination of war lies our solution, for only then 
will nations cease to compete with one another in the produc- 
tion and use of dread secret weapons which are evaluated 
solely by their capacity to kill. This devilish program takes 
us back not merely to the Dark Ages but from cosmos to 
chaos. If we succeed in finding a suitable way to control 
atomic weapons, it is reasonable to hope that we may also 
preclude the use of other weapons adaptable to mass destruc- 
tion. When a man learns to say “a” he can, if he chooses, 
learn the rest of the alphabet, too. 


Face Pros_emM oF EruHics 


Let this be anchored in our minds: 

Peace is never long preserved by weight of metal or by 
an armament race. Peace can be made tranquil and secure 
only by understanding an agreement fortified by sanctions. 
We must embrace international cooperation or international 
disintegration. 

Science has taught us how to put the atom to work. But 
to make it work for good instead of for evil lies in the do- 
main dealing with the principles of human duty. We are 
now facing a problem more of ethics than of physics. 

The solution will require apparent sacrifice in pride and 
in position, but better pain as the price of peace than death 
as the price of war. 

I now submit the following measures as representing the 
fundamental features of a plan which would give effect to 
certain of the conclusions which I have epitomized. 


THoROUGH CoNnTROL PLAN 


1. General: The authority should set up a thorough plan 
for control of the field of atomic energy, through various 
forms of ownership, dominion, licenses, operation, inspection, 
research, and management by competent personnel. After 
this is provided for there should be as little interference as 
may be with the economic plans and the present private, cor- 
porate, and state relationships in the several countries in- 
volved. 


2. Raw materials: The authority should have as one of 
its earliest purposes to obtain and maintain complete and ac- 
curate information on world supplies of uranium and thori- 
um and to bring them under its domination. The precise 
pattern of control for various types of deposits of such ma- 
terials will have to depend upon the geological, mining, re- 
fining, and economic facts involved in different situations. 

The authority should conduct continuous surveys so that 
it will have the most complete knowledge of the world ge- 
ology of uranium and thorium. Only after all current in- 
formation on world sources of uranium and thorium is 
known to us all can equitable plans be made for their produc- 
tion, refining, and distribution. 

3. Primary production plans: The authority should exer- 
cise complete managerial control of the production of fis- 
sionable materials. This means that it should control and 
operate all plants producing fissionable materials in danger- 
our quantities and must own and control the product of 
these plants. 

4. Atomic explosives: The authority should be given sole 
and exclusive right to conduct research in the field of atomic 
explosives. Research activities in the field of atomic explo- 
sives are essential in order that the authority may keep in 
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the forefront of knowledge in the field of atomic energy and 
fulfill the objective of preventing illicit manufacture of 
bombs. Only by maintaining its position as the best informed 
agency will the authority be able to determine the line be- 
tween intrinsically dangerous and nondangerous activities. 


WovuLp Promote PEACETIME BENEFITS 


5. Strategic distribution of activities and materials: The 
activities entrusted exclusively to the authority because they 
are intrinsically dangerous to security should be distributed 
through the world. Similarly, stock piles of raw materials 
and fissionable materials should not be centralized: 


6. Nondangerous activities: Function of the authority 
should be promotion of the peacetime benefits of atomic 
energy. 

Atomic research (except in explosives) the use of research 
reactors, the production of radioactive tracers by means of 
nondangerous reactors, the use of such tracers, and to some 
extent the production of power should be open to nations 
and their citizens under reasonable licensing arrangements 
from the authority. Denatured materials, whose use we 
know also require suitable safeguards, should be furnished 
for such purposes by the authority under lease or other ar- 
rangement. Denaturing seems to have been overestimated 
by the public as a safety measure. 


7. Definition of dangerous and nondangerous activities: 
Although a reasonable dividing line can be drawn between 
dangerous and nondangerous activities it is not hard and 
fast. Provision should, therefore, be made to assure constant 
reexamination of the questions and to permit revision of the 
dividing line as changing conditions and new discoveries may 
require. 


Rictp INSPECTION OF PLANTS 


8. Operations of dangerous activities: Any plant dealing 
with uranium or thorium after it once reaches the potential 
of dangerous use must be not only subject to the most rig- 
orous and competent inspection by the authority, but its ac- 
tual operation shall be under the management, supervision, 
and control of the authority. 

9. Inspection: By assigning intrinsically dangerous activi- 
ties exclusively to the authority, the difficulties of inspection 
are reduced. If the authority is the only agency which may 
lawfully conduct dangerous activities, then visible operation 
by others than the authority will constitute an unambiguous 
danger signal. Inspection will also occur in connection with 
the licensing functions of the authority. 

10. Freedom of access: Adequate ingress and egress for 
all qualified representatives of the authority must be assured. 
_Many of the inspection activities of the authority should 
grow out of, and be incidental to, its other functions. 

Important measures of inspection will be associated with 
the tight control of raw materials, for this is a keystone of 
the plan. The continuing activities of prospecting, survey, 
and research in relation to raw materials will be designed 
not only to serve the affirmative development functions of 
the authority, but also to assure that no surreptitious opera- 
tions are conducted in the raw materials field by nations or 
their citizens. 

11. Personnel: The personnel of the authority should be 
recruited on a basis of proven competence, but also so far as 
possible on an international basis. 


Set-Up to Reouire TIME 


12. Progress by stages: A primary step in the creation of 
the system of control is the setting forth, in comprehensive 


terms of the functions, responsibilities, powers, and limita- 
tions of the authority. 

Once a charter for the authority has been adopted, the 
authority and the system of control for which it will be re- 
sponsible will require time to become fully organized and 
effective. The plan of control will, therefore, have to come 
into effect in successive stages. 

These should be specifically fixed in the Charter or means 
should be otherwise set forth in the Charter for transitions 
from one stage to another, as contemplated in the resolution 
of the United Nations Assembly which created this com- 
mission, 

13. Disclosures: In the deliberations of the United Na- 
tions Commission on Atomic Energy, the United States is 
prepared to make available the information, essential to a 
reasonable understanding of the proposals which it advocates. 
Further disclosures must be dependent, in the interests of all, 
upon the effective ratification of the treaty. 

When the authority is actually created, the United States 
will join the other nations in making available the further 
information essential to that organization for the perform- 
ance of its functions. As the successive stages of international 
control are reached, the United States will be prepared to 
yield, to the extent required by each stage, national control 
of activities in this field to the authority. 

14. International control: There will be questions about 
the extent of control to be allowed to national bodies when 
the authority is established. Purely national authorities for 
control and development of atomic energy should, to the ex- 
tent necessary for the effective operation of the authority, 
be subordinate to it. This is neither an endorsement nor 
a disapproval of the creation of national authorities. The 
Commission should evolve a clear demarcation of the scope 
of duties and responsibilities of such national authorities. 


Witt Make Data AVAILABLE 


And now I end. I have submitted an outline for present 
discussion. Our consideration will be broadened by the 
criticism of the United States proposals and by the plans of 
the other nations, which, it is to be hoped, will be submitted 
at their early convenience. 

I and my associates of the United States delegation wil) 
make available to each member of this body books and 
pamphlets, including the Acheson-Lilienthal report, recently 
made by the United States Department of State, and the 
McMahon committee monograph No. 1, entitled “Essential 
Information on Atomic Energy,” relating to the McMahon 
bill recently passed by the United States Senate, which may 
prove of value in assessing the situation. 

All of us are consecrated to making an end of gloom and 
hopelessness. It will not be an easy job. The way is long 
and thorny, but supremely worth traveling. All of us want 
to stand erect, with our faces to the sun, instead of being 
forced to burrow into the earth, like rats. 

— pattern of salvation must be worked out by all for 
all. 

The light at the end of the tunnel is dim, but our path 
seems to grow brighter as we actually begin our journey. We 
cannot yet light the way to the end. However, we hope the 
suggestions of my Government will be illuminating. 

Let us keep in mind the exhortation of Abraham Lincoln, 
whose words, uttered at a moment of shattering national 
peril, form a complete text for our deliberation. I quote, 
paraphrasing slightly: 

“We cannot escape history. We of this meeting will 
be remembered in spite of ourselves. No personal sig- 
nificance or insignificance can spare one or another of 
us. The fiery trial through which we are passing will 
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light us down in honor or dishonor to the latest gene- 
ration. 

“We say we are for peace. The world will not for- 
get that we say this. We know how to save peace. The 
world knows that we do. We, even we here, hold the 
power and have the responsibility. 






“We shall nobly save or meanly lose the last, best 
hope of earth. The way is plain, peaceful, generous, 
just—a way which, if followed, the world will forever 
applaud.” 


My thanks for your attention. 


Control of Atom Bomb 


SOVIET RUSSIA PROGRAM 


By ANDREI A. GROMYKO, Soviet Delegate to the United Nations Atomic Energy Commission 
Delivered before the United Nations Atomic Energy Commission, June 19, 1946 


R. President, the Commission for the Control of 

Atomic Energy, created in accordance with the de- 

cision of the Moscow Conference of the Foreign 
Ministers of the Three Powers and with the decision of the 
first session of the General Assembly, must proceed to the 
practical realization of the task set before it. The significance 
of these tasks and, consequently, of the activities of the Com- 
mission, are determined by the significance of the very dis- 
covery, and is doubtless only a foretaste of still greater 
conquests of science in this field in the future, and it em- 
phasizes the great importance of the tasks of this Commis- 
sion and therefore of the activities of this Commission. As 
a result of developments in the last few years, circumstances 
have brought it about that one of the most important dis- 
coveries of humanity has found its application at the outset 
in a particular form of weapon, the atomic bomb. However, 
although, up to the present time, this use of atomic energy 
is the only known form for its practical application, it is 
the general opinion that humanity stands at the threshold 
of a wide application of atomic energy for peaceful purposes ; 
for the good of the peoples as a means of raising their stand- 
ards of welfare and their living conditions; for the good 
of and with a view to the development of science and 
culture. 


DESTRUCTION OR WELFARE 


There are thus two possible ways in which atomic dis- 
coveries can be used. One way is the use of these discoveries 
for the purposes of producing means of mass destruction. 
The other way is the use of this discovery for the welfare 
of humanity. 

The paradox of the situation lies in the fact that it is 
the first way that has been studied most and most applied 
in practice. The second way has been studied and practically 
applied less. However, this circumstance does not diminish 
the importance of the tasks which lie ahead of the Atomic 
Commission, but, on the contrary, emphasizes still further 
in a high degree the meaning of these tasks from the point 
of view of the reinforcement of peace between the peoples. 
There can be no active and effective system of peace if the 
discovery relating to the ways of using atomic energy is 
not placed in the service of humanity and is not applied 
to peaceful purposes only. The use of such a discovery only 
for the purposes of raising the welfare of the peoples and 
widening of their scientific and cultural horizons will help 
to strengthen confidence between the countries and friendly 
relations between them. 

On the other hand, if we continue to use these discoveries 
for the production of weapons of mass destruction we may 
intensify mistrust between states and keep the peoples of the 
world in continual anxiety and mistrust. Such a position 


would work against the aspirations of the peace-loving peo- 
ples who are thirsting for the establishment of a solid peace 
and who are making every effort to insure that their aspira- 
tions shall be transformed into reality. 


Destroy Boms StTocks 


As one of the first measures to be carried out, in order 
to carry out the decision of the General Assembly of the 
24th of January, the Soviet delegation proposes a study of 
the question of the conclusions of international agreements 
forbidding the production and use of weapons based upon 
the use of atomic energy for the purposes of mass destruction, 
The purpose of such an agreement should be to forbid the 
production and use of atomic weapons, the destruction of 
existing stocks of atomic weapons, and the punishment of 
all activities undertaken with a view to the violation of 
such agreements. The elaboration and conclusion of such 
agreements would be, in the opinion of the Soviet delegation, 
only one of the primordial measures which must be taken 
to prevent the use of atomic energy to harm humanity. It 
should be followed by other measures designed to introduce 
means of assuring a strict supervision of the observance of 
undertakings entered into, the conclusion in connection with 
the above-mentioned agreements, the setting up of a system 
of supervision and control to see that the conventions and 
agreements are observed, and measures concerning sanctions 
against unlawful use of atomic energy. 

The public opinion of the whole of the civilized world 
has already condemned the use in war of suffocating, poison- 
ous and other similar gases, and the use of liquids and sub- 
stances of the same character, as also bacteriological weapons, 
and have concluded agreement forbidding the use of such 
weapons. For this purpose the necessity of concluding agree- 
ment forbidding the production and use of atomic weapons 
is even more obvious. 

Such a convention would correspond in a high degree, also, 
to the aspirations of the peoples of the whole world. The 
conclusion and elaboration of such an agreement and such 
a system of measures to insure the strict observance of the 
clauses of the agreements, the establishment of a system of 
control to see that the obligations contained in the agree- 
ments were observed and the establishment of sanctions 
against those who violate the agreements, all this, in the 
opinion of the Soviet delegation, would constitute an im- 
portant step in advance on the way of carrying out the tasks 
laid upon the Atomic Energy Commission. It would also 
fully correspond to the aspirations and the dictates of com- 
mon sense of the whole of progressive humanity. The need 
for acceptance by states of the obligation not to produce or 
use atomic weapons is dictated also by the fact that the char- 
acter of the atomic weapon is such that its application would 
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mean untold misery to the whole of the peaceful population 
of the countries concerned. 


RuLes or War 


The results of the use of this weapon are incompatible 
with the generally accepted rules and the ideas reinforced 
by the common sense of humanity over a period of many 
centuries, regarding the rules for the conduct of war which 
lay down that innocent civilian populations should not be 
destroyed. The situation, as it exists at the present time, 
created by the discovery of the means of applying atomic 
energy and the use of these means for the production of 
atomic weapons, excludes the possibility of normal scientific 
co-operation between the states of the world. 

One of the fundamental elements of the existing situation 
is characterized by the absence of any kind of limit to the 
production and application of atomic weapons. These ele- 
ments are important considerations, and only strengthen the 
suspicion existing between countries and worsen the relations 
between them, calling forth political instability. It is clear 
that a continuation of this situation is likely to bring only 
negative results for the peace of the world. 

Besides this, the continuation of the existing situation 
would mean that the most recent scientific attainments in 
this field could not constitute a basis for joint scientific efforts 
among the countries, directed toward the discovery and the 
perfection of methods of using atomic energy for peaceful 
purposes. From this there follows only one correct conclu- 
sion, namely, that it is indispensable that there should be 
an exchange of scientific information between countries and 
that it is indispensable that there should be joint scientific 
efforts directed toward a broadening of the possibilities of 
the use of atomic energy only in the interests of the raising 
of the material welfare of the people and in the development 
of science and culture. The success of the work of this com- 
mission will be determined in a large measure by the extent 
to which it solves this important task. 


Can’t REMAIN A Monopoty 


The proposal for a wide exchange of scientific information 
is timely because it arises from the fact that such scientific 
discoveries as the discovery of methods of using atomic en- 
ergy cannot remain for an indefinite time the property of 
any one country or any group of countries; inevitably, it 
becomes the property of many countries. This confirms the 
necessity of a wide exchange of scientific information upon 
the proplem before us and the necessity of elaborating meas- 
ures in this field, including organizational methods. 

I have already stated Mr. Chairman, the general position as 
regards the task and character and the activities of the Com- 
mission for the Control of Atomic Energy. In the development 
of this general position, | would wish, upon the recommenda- 
tion of my government, to lay before the commission two 
concrete proposals which in the opinion of the Soviet gov- 
ernment may constitute a basis for the adoption by the com- 
mission of a recommendation to the Security Council and 
thus play an important role in the task of strengthening the 
peace: 

The proposals are as follows: 


The first one concerns the conclusion of an international 
agreement for the outlawing of the production and applica- 
tion of a weapon based upon the use of atomic energy for 
the purposes of mass destruction. 

The second concerns an organization of the work of the 
commission for the control of atomic energy. 

I will read the text of the first proposal: 

Draft international agreement to forbid the production 


and use of weapons based upon the use of atomic energy for 
the purposes of mass destruction. There follows after this 
a list of the signatory states, and the text continues: “Deeply 
aware of the extreme importance of the great scientific dis- 
coveries connected with the splitting of the atom and with 
a view to the use of atomic energy for the purposes of rais- 
ing the welfare and standard of life of the peoples of the 
world, and also for the development of culture and science 
for the good of humanity; unanimously desiring universal 
co-operation as wide as possible for the use of all people of 
scientific discoveries in the field of atomic energy, for the 
improvement of the conditions of the life of the peoples of 
the whole world, the raising of their standard of welfare 
and further progress of human culture; taking account 
clearly of the fact that the great scientific discoveries in the 
field of atomic energy contain a great danger first and fore- 
most for the peaceful towns and civilian populations in case 
such a discovery were used as a means of applying an atomic 
weapon for the purposes of mass destruction; taking note 
also of the great importance of the fact that through inter- 
national agreements, the use in time of war of suffocating, 
poisonous and other similar gases and aslso similar liquids, 
substances and processes, and also bacteriological methods 
have already been outlawed by common accord between the 
civilized peoples; and considering that the international out- 
lawry of the use of the atomic weapon for mass destruction 
would correspond in still greater measure to the aspirations 
and the conscience of the peoples of the whole world; ani- 
mated by an intense desire to remove the threat of the use 
of these scientific discoveries for the harm of humanity and 
against the interests of humanity; the high contracting par- 
ties decided to conclude an agreement to forbid the produc- 
tion and use of a weapon based upon the use of atomic en- 
ergy, and for this purpose appointed as their plenipotenti- 
aries’—and here the list of plenipotentiaries will follow, 
whose credentials are found to be in due form—‘agree as 
follows: 


“ARTICLE 1: The high contracting parties sol- 
emnly declare that they will forbid the production and 
use of a weapon based upon the use of atomic energy, 
and with this in view take upon themselves the follow- 
ing obligations: 

“(a) Not to use, in any circumstances, an atomic 
weapon ; 

“(b) To forbid the production and keeping of a 
weapon based upon the use of atomic energy; 


“(c) To destroy within a period of three months 
from the entry into force of this agreement all stocks 
of atomic energy weapons whether in a finished or semi- 
finished condition. 

“ARTICLE 2: The high contracting parties declare 
that any violation of Article 1 of this agreement shall 
constitute a serious crime against humanity. 

“ARTICLE 3: The high contracting parties, within 
six months of the entry into force of the present agree- 
ment, shall pass legislation providing severe punishment 
for the violation of the terms of this assignment. 

“ARTICLE 4: The present agreement shall be of 


indefinite duration. 


“ARTICLE 5: The present agreement is open for 
signature to all states whether or not they are members 
of the United Nations. 

“ARTICLE 6: The present agreement shall come 
into force after approval by the Security Council, and 
after ratification by half the signature states, including 
all states members of the United Nations, as under 
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Article 23 of the Charter. The ratification shall be 
placed for safe keeping in the hands of the Secretary- 
General of the United Nations. 


“ARTICLE 7: After the entry into force of the 
present agreement, it shall be an obligation upon all 
states whether members or not of the United Nations. 


“ARTICLE 8: The present agreement of which the 
Russian, Chinese, French, English and Spanish texts 
shall be authentic, is drawn up in one copy and will be 
in the safe-keeping of the Secretary-General of; the 
United Nations. The Secretary-General shall comuni- 
cate to all signatories a duly certified copy thereof.” 


PROPOSAL ON CONTROL 


I would like now to read the text of the second proposal. 
It concerns the organization of the work of the commission 
for the control of atomic energy. Basing ourselves upon the 
decision of the General Assembly of the 24th of January, 
1946, concerning the setting up of a commission for the study 
of problems connected with the discovery of atomic energy 
and other related questions, and in particular upon Article 
5 of this decision, stating the terms of reference of the com- 
mission, the Soviet delegation considers it necessary to make 
the following proposals concerning the plan of the organiza- 
tion of the work of the commission for the initial period of 
its activity: 

1. The setting up of commitees of the commission, pur- 
suing the aims indicated in the decision of the General As- 
sembly to “proceed with the utmost dispatch and inquire 
into all phases of the problems and make such recommenda- 
tions from time to time with respect to that as it finds 
possible.” 

In connection with this item, it seems quite necessary to 
establish two committees which as auxiliary organs of the 
commission would be responsible for a general study of the 
problem of atomic energy and the elaboration of recommen- 
dation which the commission might make for the carrying 
out of the decision of the General Assembly and other organs 
of the United Nations. 


It is proposed that there should be set up two committees, 
the first a committee for the exchange of scientific informa- 
tion. This committee would be set up for the purpose of 
studying point (a) of Article 5 of the decision of the Gen- 
eral Assembly of the 24th of January, 1946. Among the tasks 
of this committee would be that of elaborating recommanda- 
tions concerning practical measures for the organization of 
the exchange of information. (1) Concerning the contents 
of scientific discoveries connected with the splitting of the 
atomic and other discoveries connected with the obtaining 
and use of atomic energy, and (2) concerning the technology 
and the organization of technological processes for obtaining 
and using atomic energy. (3) Concerning the organization 
and method of industrial production of atomic energy and 
the use of such energy. (4) Concerning forms, sources, and 
the location of raw materials necessary for obtaining atomic 
energy. 


CoMMITTEE TASKS 


I come now to the second proposed committee whose task 
would be to prevent the use of atomic energy for the harm 
of humanity. This committee should be set up in order to 
attain the aims set forth in points (b), (c) and (d) of 
Article 5 of the decision of the General Assembly. The task 
of this committee would be to prepare recommendations on 
the following subjects: 


(1). The preparation of a draft international agreement 








for the outlawing of weapons based upon the use of atomic 
energy and forbidding the production and use of such wea- 
pons and all similar forms of weapons destined for mass 
destruction. 


(2). The elaboration and creation of methods to forbid 
the production of weapons based upon the use of atomic en- 
ergy and to prevent the use of atomic weapons and all other 
similar weapons of mass destruction. 


(3). Measures, systems and organizations of control in 
the use of atomic energy to insure the observance of the con- 
ditions above-mentioned in the international agreement for 
the outlawing of atomic weapons. 


(4). The elaboration of a system of sanctions for applica- 
tion against the unlawful use of atomic energy. 


Part 2: The composition of the committees. Each com- 
mittee would be composed of one representative of each state 
represented in the commission. Each representative may have 
advisers. 


3. Rules of procedure of the committees. The rules of 
procedure of committee shall be drawn up by the commission. 


Invokes U. N. CHARTER 


Like the proposal for the conclusion of the agreement, 
these proposals which concern the organization of the work 
of the commission are a practical means of advancing at the 
present time. The convention would be a concrete and im- 
portant step forward in the direction of setting up an effect- 
ive system of control of atomic energy. This measure would 
have an immense moral and political significance and might 
strengthen the political stability in the world and the friendly 
relations between the peoples. The creation of the two 
committees that I have proposed with the tasks as | define 
them would mean the adoption of a concrete plan of work 
of the commission in the initial stages of its activities and 
would at the same time mean the adoption of the necessary 
organizational forms for the carrying out of its work which 
would enable it to proceed quickly in the proposals of the 
broad exchange of scientific information and on questions re- 
lated to the prevention of the use of atomic energy for the 
harm of humanity. The activity of the commission for the 
control of atomic energy can lead to the desired result only 
if it is in full conformity with the priciples of the Charter 
of the United Nations which are at the basis of the activity 
of the Security Council, because the commission is an organ 
of this organization, working under the direction of the Se- 
curity Council. 


Efforts made to undermine the activity of the Security 
Council, including efforts directed to undermine the unanim- 
ity of the members of the Security Council, upon questions 
of substance are incompatible with the interests of the United 
Nations created by the international organization for the 
preservation of peace and security. Such attempts should be 
resisted. I considered it necessary to make this statement in 
order that from the vary beginning of the work of our com- 
mission I might make clear the position of the Soviet gov- 
ernment as regards the question of the character and basis 
of the work of the commission upon the question of the 
preparation of its recommendations as regards measures of 
control of atomic energy placed before the Security Council. 

In conclusion, I wish to say that in this statement I aimed 
chiefly at underlining the extreme importance to be attrib- 
uted to the conclusion of the above-mentioned agreement for 
the outlawry of the production and use of atomic weapons. 
The conclusion of such an agreement would constitute an 
important practical step in the direction of fulfilling the task 
which lies before the commission. 
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Case Bill Veto 


MESSAGE TO CONGRESS 
By HARRY S. TRUMAN, President of the United States 
Delivered to Congress, June 11, 1946 


AM returning herewith, without my approval, HR- 
| 4908, entitled “an act to provide additional facilities 
for the mediation of labor disputes, and for other pur- 
poses.”’ The outstanding domestic problem confronting this 
country today is the maintenance and increase of production. 
We must have production, or the effects of ruinous inflation 
will be felt by every one of our citizens. Strikes and lock- 
outs are the greatest handicaps to attaining vital production. 
Inasmuch as the solution of our present-day labor prob- 
lems constitutes the key to production, this present bill must 
be judged in the light of whether it will assist in reducing 
labor strife in the nation. 

I have given careful study to the bill. I have not con- 
sidered it from the standpoint of whether it favors or harms 
labor, or whether it favors or harms management. I have 
considered it from the standpoint of whether or not it ben- 
efits the public, which includes both management and labor. 

In the determination of the question of whether or not 
the great majority of our citizens will be benefited by this 
bill, the question presented is whether it will help to stop 
strikes and work stoppages and prevent other practices which 
adversely affect our economy. 

I have reached the conclusion that it will not. 

I have tried, as the representative of all the people of our 
nation, to approach this problem objectively, free from the 
emotional strains of the times, and free from every considera- 
tion except the welfare of our nation and of the world which 
is so dependent upon our recovery to a full peacetime 
economy. 

This bill was undoubtedly passed by the members of Con- 
gress in the sincere belief that it would remedy certain exist- 
ing conditions which cause labor strife and produce domestic 
turmoil. I cannot agree with the Congress with reference 
to the results that would be achieved by it. 

I trust that there will be no confusion in the minds of 
the members of the Congress or in the minds of the public 
between this bill and my request on May 25 for emergency 
legislation. 

At that time I requested temporary legislation to be effect- 
ive only for a period of six months after the termination of 
hostilities, and applicable only to those few industries which 
had been taken over by the government and in which the 
President by proclamation declared that an emergency had 
arisen which affected the entire economy of the country. 

It was limited to strikes against the government. It did 
not apply to strikes against private employers. 

Such emergency legislation is now before the Congress, 
and I again make the request that it be passed. 

H. R. 4908 is utterly different from my proposal of May 
25, in kind and in degree. Its range is broad, dealing with 
a wide variety of subjects some of which are wholly unre- 
lated to the subject of settling or preventing strikes. It covers 
strikes against private employers. It is permanent legisla- 
tion, operative even after the reconversion period is entirely 
over. And it applies not to a few selected and vital industries 
but to every dispute, no matter how insignificant, if the dis- 
pute affects interstate commerce. 

At the same time, May 25, I also requested permanent 
legislation leading to the formulation of a long-range labor 
policy designed to prevent the recurrence of such crises, and 
generally to reduce work stoppages in all industries. I fur- 


ther recommended the immediate creation by the Congress 
of a joint committee to study the entire question, within six 
months, to bring in its recommendations for appropriate leg- 
islation. I again renew the recommendation that a joint com- 
mittee be appointed to make a study of the whole subject 
of labor relations, and to suggest permanent long-range leg- 
islation. 

The fact that we are faced with an emergency which does 
justify the passage of temporary emergency legislation does 
not, in my opinion, justify us in the adoption of permanent 
legislation without the study that such permanent legislation 
needs. The bill is actually a collection of separate unrelated 
measures and is not an over-all solution of this most im- 
portant problem. We must not make a false start. We must 
not approach the problem on a piecemeal basis as this bill 
does. 

It is suggested that the bill merely constitutes a beginning, 
that it should be placed upon our statute books, and that we 
can then proceed with the study of additional legislation. 
I cannot agree with this thesis. This bill is not a permanent 
solution of our difficulties; and if it should become law, I 
fear that it may possibly result in being the only permanent 
legislation we would obtain. 

We are not faced with a decision of choosing between this 
legislation and no legislation at all. It is more properly a 
choice between this particular bill and a more adequate and 
more inclusive solution of the problem. 

The proposed measure, although described as a mediation 
law, is divided into two unrelated parts. The first six sec- 
tions contain provisions relative to the mediation of labor 
disputes, postponement of strikes, and fact-finding. The re- 
maining sections consist of provisions relative to robbery, 
extortion, unauthorized welfare funds, prohibitions against 
the organization of supervisory employees, union liability 
in courts, and provisions establishing criminal sanctions, in- 
junctive remedies and suits for treble damages against unions 
engaging in secondary boycotts, jurisdictional disputes and 
certain other activities. These are a few of the many com- 
plex problems which must be studied with infinite care be- 
fore the proper solutions are found and incorporated into 
permanent legislation. 

One of the factors to be considered in judging this bill is 
whether or not it would have prevented, or shortened, the 
strikes which have so seriously damaged our economy these 
last few months. Judged solely from this standpoint, I am 
sure a fair-minded man would have to admit that it would 
have failed completely. 

In 1943, in the heat of a controversy over a stoppage of 
war production in the coal mines, the Congress passed the 
war labor disputes act, more commonly known as the Smith- 
Connally act. In his veto message of June 25, 1943, Presi- 
dent Roosevelt warned the Congress that the strike-vote 
provisions of section 8 of the Smith-Connally act would 
not lessen but would promote industrial strife. That predic- 
tion was fully borne out by subsequent events. It is my belief 
that a similar result would follow the approval of this bill. 

If a joint committee to investigate this entire subject were 
appointed immediately and if the subject were given the 
priority to which it is entitled, a report covering the entire 
field could be submitted to the Congress within this calendar 
year. 
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I have analyzed the bill carefully and herewith submit my 
comments on the various sections: 

SECTION 1—Declares that the objectives of the act are to 
encourage settlement of disputes between labor and manage- 
ment by collective bargaining and by conciliation, mediation, 
and voluntary arbitration, thereby minimizing industrial 
strife, strikes and lockouts. 

Upon careful consideration, I have come to the conclusion 
that the bill will not achieve this high and unquestionably 
desirable objective. On the contrary, much of the bill is not 
only wholly foreign to the achievement of that objective, but, 
in my judgment, would actually defeat it. 

SEcTION 2—Defines certain key terms used in the bill. 

Section 3—Provides that employers and employees in in- 
dustries affecting commerce shall: exert reasonable efforts to 
make and maintain collective bargaining agreements; give 
adequate notice of proposed changes; provide for the final 
adjustment of grievances or questions regarding the inter- 
pretation of agreements; arrange promptly for conferences 
with respect to labor disputes and co-operate with the new 
Federal mediation board in attempting to settle disputes 
amicably. The mediation board may proffer its services for 
the purpose of aiding in the settlement of a labor dispute 
affecting commerce. 

If Federal mediation is proffered, lockouts and strikes af- 
fecting commerce are unlawful until mediation is concluded 
or until sixty days after a written request has been made by 
one of the parties for a conference, whichever is earlier. An 
employer who changes the status quo by lock-out or other 
action is deemed to have engaged in an unfair labor practice 
within the meaning of the national labor relations act. An 
employee who disturbs the status quo during this period, by 
striking or by engaging in a concerted slow-down of produc- 
tion, loses his status as an employee for the purposes of the 
national labor relations act, unless he is re-employed. 

Although Section 3 is ostensibly designed to insure that the 
parties will attempt to reach a peaceful settlement, making a 
strike unnecessary, I feel that it would, in practice, tend to 
increase the number of strikes. I think it would lead to the 
development of methods to avoid the operation of this section. 
The bill provides that the right to strike is postponed only if 
the Federal mediation board proffers its mediation services 
before the strike starts. I foresee that some unions might 
choose to strike before the mediation board had had an oppor- 
tunity to determine whether it should enter into a certain 
case—an action not prohibited in the proposed statute. Al- 
though the purpose of the provision is to eliminate the so- 
called “quickie” strike, its effect might be to encourage unions 
to resort to such strikes. 

If an employer violates the prohibitions of this section, he 
is merely guilty of an unfair labor practice. He may only be 
ordered by the National Labor Relations Board to cease and 
desist and to pay any back pay due. An employee, on the 
other hand, may suffer a far greater penalty. By Section 3 
(D), he loses his very status as an employee. That means 
that the employer, without offering any further reason, may 
refuse to reinstate him. The penalties are inequitable. An 
employer guilty of a violation can only be ordered (long 
after the event) to stop his violation and to restore the status 
quo. The employee, however, loses his basic industrial rights 
and perhaps even his means of livelihood. I fear that the 
provisions of Section 3 (D) might well result in some em- 
ployers provoking strikes in order to give them the oppor- 
tunity to discharge the employee leaders. 

To avoid the consequences of Section 3, and to legalize a 
strike under the bill, a union need only give early notice of a 
request for a conference to start the running of the sixty-day 
period during which strikes are forbidden. The result prob- 
ably would be a great rush of premature notices for confer- 





ences. Sixty days thereafter, employees would feel free to 
strike—with the sanction of the Congress. So, too, there 
would be premature demands for mediation, long before the 
possibilities of direct negotiations between the parties had 
been exhausted. 

No standard whatever—except only that the dispute 
should affect commerce—is provided for determining whether 
the Federal Mediation Board should proffer its services, al- 
though a strike can become illegal only if it occurs after such 
offer. It is apparently left to the board’s discretion. This 
places a heavy burden and extraordinary responsibility upon 
Federal mediation. Because of the serious consequences aris- 
ing from the proffering of mediation services—namely, the 
outlawing of a strike—mediation is likely to be discouraged 
and withheld in many cases where it might prove most useful. 
It is highly undesirable for the mere fact of mediation to 
operate so repressively upon one of the parties. Mediation 
should be welcomed by both parties to be effective. This 
provision would have just the contrary effect. 

And, under Section 3, even if mediation is proffered, and 
the sixty-day period expires without results, nothing happens. 
No facts are publicly found; no recommendations are made; 
no report is issued. No matter how important the dispute— 
whether in the steel, the automotive, or the shipping industry, 
so long as it is not a public utility—at the end of the sixty 
days, there is the anti-climax of nothing. 

Not one of the major disputes which have caused such 
great public concern during the last months would have been 
affected in any way by this bill had it been a law at the time. 

The railroad strike would not have been covered by the 
bill at all. And the coal, steel and automotive strikes were 
certainly not caused by an insufficient lapse of time between 
the unions’ request for conferences and the calling of a 
strike. Each of these strikes would have had the full sanc- 
tion of the bill. 

Thus the very difficulties which this bill was presumably 
drafted to meet have been left untouched by it. These sec- 
tions fail to provide a satisfactory method of coping with the 
labor-management disputes which confront the nation. 

Section 4—This creates a new five-man Federal media- 
tion board. All mediation and conciliation functions of the 
Secretary of Labor and the United States Conciliation Ser- 
vice are transferred to the board. The board, although tech- 
nically within the Department of Labor, would not be under 
the control of the Secretary of Labor. 

I consider the establishment of this new agency to be 
inconsistent with the principles of good administration. As 
I have previously stated, it is my opinion that government 
today demands reorganization along the lines which the 
Congress has set forth in the reorganization act of 1945, 
i.e., the organization of government activity into the fewest 
number of government agencies consistent with efficiency. 
Control of purely administrative matters should be grouped 
as much as possible under members of the Cabinet, who are 
in turn responsible to the President. 

The proposed Federal Mediation Board would have no 
quasi-judicial or quasi-legislative functions. It would be 
purely an administrative agency. Surely, functions of this 
kind should be concentrated in the Department of Labor. 

Since 1913 there has been within the Department of Labor 
and responsible to the Secretary of Labor a United States 
conciliation service formed with the very purpose of encour- 
aging the settlement of labor disputes, mediation, concilia- 
tion, and other good offices. The record of that service has 
been outstanding. During the period of one year from May, 
1945, through April, 1946, it settled under existing law 
19,930 labor disputes. Included in this total were 3,152 strikes, 
almost ten each day. The conciliation service has formed one 
of the principa! divisions of the Department of Labor. 
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The bill proposes to transfer that service and its functions 
to the newly formed Federal Mediation Board. To me this 
is the equivalent of creating a separate and duplicate Depart- 
ment of Labor, depriving the Secretary of Labor of many of 
his principal responsibilities and placing the conciliation and 
mediation functions in an independent body. 

In the eyes of Congress and of the public the President 
and the Secretary of Labor would remain responsible for the 
exercise of mediation and conciliation functions in labor 
disputes, while, in fact, those functions would be conducted 
by another body not fully responsible to either. 

As far back as September 6, 1945, I said in a message to 
Congress: Meanwhile, plans for strengthening the Depart- 
ment of Labor, and bringing under it functions belonging to 
it, are going forward. The establishment of the proposed 
Federal Mediation Board is a backward step. 


SecTION 5—Provides that it is the duty of the mediation 
board to prevent or minimize interruption of commerce grow- 
ing out of labor disputes. The board may proffer its services 
upon its motion or upon the request of one or more of the 
parties to the dispute. Where mediation does not succeed, 
the board is required to recommend voluntary arbitration. 

Section 6—Provides that where a labor dispute threatens 
a substantial interruption of an essential public utility service, 
the board, in the public interest, may request the President 
to create an emergency commission, and the President is 
authorized to appoint such commission. The commission in- 
vestigates and reports within 30 days, after which the Presi- 
dent must make the report public. The cooling-off period is 
extended for a maximum period of ninety-five days, with an 
additional thirty days upon the approval of the parties. 

Much of the discussion with reference to Section 3 is ap- 
plicable here. It is difficult to understand why the Congress 
has applied the fact-finding principle to public utilities but has 
omitted it entirely in other industries of equal importance. 

The remaining sections of the bill have nothing whatever 
to do with the expressed objectives of the bill. 

Section 7—re-enacts in amended form the so-called anti- 
racketeering act. On its face this section does no more than 
prohibit all persons, whether union representatives or em- 
ployees or others, from interfering with interstate commerce 
by robbery or extortion. 

1 am in full accord with the objectives which the Congress 
here had in mind. 

However, it has already been suggested that some question 
may arise from the fact that Section 7 omits from the original 
act the provision that it was not to be construed so as to 
“impair, diminish or in any manner affect the rights of bona 
fide labor organizations in lawfully carrying out the legiti- 
mate objects thereof.” 

It should be made clear in express terms that Section 7 
does not make it a felony to strike and picket peacefully, and 
to take other legitimate and peaceful concerted action. 

Section 8—provides that it is a crime for an employer to 
contribute to a welfare fund to be administered solely by an 
employee representative. It is also a crime for the employee 
representative to receive the contribution. Welfare funds es- 
tablished by employee representatives are to be restricted to 
certain specific uses. The prohibitions of the section are 
made enforceable by injunction. Certain routine exemp- 
tions to the operation of the section are made. 

Welfare funds supported by employers and administered 
by unions are no novelty. I believe it is inadvisable to remove 
such a question as this from the scope of collective bargaining 
between employer and employee. This section does more 
than require that there be joint control of such funds. It 
specifically limits the uses to which the monies deposited in 
such funds may be put. 


This whole subject needs long and careful study. To 
write into the permanent law the program for workers’ 
welfare funds without a study by any committee of the Con- 
gress is, in my opinion, at least improvident. This particular 
provision was prepared and presented because of one of the 
items of controversy in the recent coal strike. I feel that this 
is altogether too important and too complicated a question to 
be disposed of hastily. 

Section 9—This provision deprives supervisory employees 
of their status as employees for the purposes of the national 
labor relations act. 

This section would strip from supervisory employees the 
rights of self-organization and collective bargaining now 
guaranteed them under the national labor relations act. I fear 
that this section would increase labor strife, since I have no 
doubt that supervisory employees would resort to self-help to 
gain the rights now given to them by law. 

This complex question has long been under consideration 
by the National Labor Relations Board. The board and the 
courts have pointed out that supervisory employees have a 
dual capacity. In dealing with the employees under them, 
they act for management. However, with respect to their 
own wages, hours of work and other terms and conditions of 
employment they act for themselves. The full right of super- 
visory employees to the benefits of collective bargaining is 
one that cannot be lightly thrown aside. 

On the other hand management is entitled to proper pro- 
tection. Somewhere in the area of disagreement between the 
parties the line can be drawn with reasonable accuracy. There 
has been no attempt to draw that line in this section. 

Section 10—provides that suits for violation of collective 
bargaining contracts affecting commerce may be brought in 
the Federal courts; labor organizations are deemed to be 
bound by the acts of duly authorized agents acting within the 
scope of their authority and may sue or be sued as a separate 
entity; money judgments against a labor organization are 
made enforceable but only against assets of the union; any 
employee who strikes or otherwise interferes with the per- 
formance of a collective bargaining contract in violation of 
the contract without approval of the labor organization party 
to the contract loses his status as an employee for the pur- 
poses of the national labor relations act unless he is re-em- 
ployed. 

I am in accord in the principle that it is fair and right to 
hold a labor union responsible for a violation of its contract. 
However, this legislation goes much farther than that. This 
section, taken in conjunction with the next section, largely 
repeals the Norris-La Guardia act and changes a long- 
established Congressional policy. 

I am sure that, without repealing the Norris-La Guardia 
act changing this long-established Congressional policy, or 
imperiling the principles of the national labor relations act, a 
sound and effective means of enforcing labor’s responsibility 
can be found. 

Section 11—This provision subjects various union activi- 
ties to the anti-trust laws with all their criminal sanctions, 
injunctive remedies, and provisions for trade damages. Al- 
though the section is entitled “secondary boycotts,” the scope 
of the section in fact extends far beyond such matters. While 
its enactment would provide remedies that might result in the 
elimination of certain evils, such as improper applications of 
the secondary boycott, it would also make those remedies 
available against recognized legitimate activities of organized 
labor. 

That there are some abuses in this field, no one can gain- 
say. I deplore the strike or boycott arising out of a jurisdic- 
tional dispute as one of the most serious of such abuses. A 
way must be found to prevent the jurisdictional strike. It 
cannot be justified under any circumstances. I am convinced, 
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however, that the anti-trust laws, the objectives of which 
are the elimination of unfair business practices and the pro- 
tection of free competition, are not designed to solve the 
abuses pointed out in this section. 

In this regard, however, I do not need to emphasize the 
necessity of applying the anti-trust laws to combinations be- 
tween employers and labor designed to restrain competition. 

SecTion 11 (C)—rescinds the Norris-La Guardia act 
with respect to anti-trust actions against labor organizations. 
The labor injunction is a weapon to which no private em- 
ployer should be entitled except within the careful restric- 
tions laid down by that act. We should not invite the return 
to the practice of issuing injunctions without notice or hear- 
ing and a revival of the other abuses that tended to discredit 
our courts and give rise to widespread popular denunciation 
of “government by injunction.” 

Injunctions requested by the government itself, and de- 
signed to restrain strikes against the government in cases 
where refusal to work for the government has produced a 
condition of national emergency, are, to my mind, an essen- 
tial element of government authority. This authority, how- 
ever, should not be available to private employers under the 
vast variety of conditions contemplated by Section 11 of this 
present bill. 

Sections 12-14—These sections include provisions with 
respect to making copies of collective bargaining agreements 
available to the public and with respect to furnishing avail- 
able data which may aid in the settlement of labor disputes. 
They are unobjectionable. 

The passage of H. R. 4908 confirms the need for a careful 
study of labor-management problems with a view toward 
long-range remedies. It demonstrates the dangers of attempt- 
ing to draft permanent labor legislation without painstaking 
and exhaustive consideration. 

H. R. 4908 strikes at symptoms and ignores underlying 
causes. As I have noted, not a single one of the recent major 
strikes would have been affected by this bill had it been law. 

As I said to the Congress on May 25, we should im- 
mediately have temporary legislation, dealing with the urgen- 
cies of the present, so that strikes against the government 
which vitally affect the public welfare can be halted. This 
is necessary in the midst of the extraordinary pressures of 
reconversion and inflation. I have asked the Congress for 
such legislation. The precise form which such emergency 
legislation is to take is, of course, for the Congress to decide. 
But if the form adopted is inadequate, the responsibility must 
also rest with the Congress. 

It must be remembered that industrial strife is a symptom 
of basic economic maladjustments. We cannot attribute work 
stoppages to any one factor. As we move from war to peace, 
severe strains are placed upon our economic system. Labor 
and management alike are seeking security. The combination 
of rising prices, scarcity of commodities, lowered standards 
of living, and altered tax programs today creates fears which 
are present at the conference table to disturb the orderly 


process of collective bargaining. 





A solution of labor-management difficulties therefore is to 
be found not alone in well-considered legislation dealing 
directly with industrial relations, but also in a compre- 
hensive legislative program designed to remove some of the 
causes of the insecurity felt by many workers and employers. 

During the last ten months I have urged the Congress to 
enact such a program. Among the proposals which | have 
recommended are adequate insurance against unemployment, 
health and medical services for families of low and moderate 
income at costs they can afford, a fair minimum wage, and 
the continuance of the price-control and stabilization laws in 
effective form. These measures would remove some of the 
major causes of insecurity and would greatly aid in achieving 
industrial peace. 

Our problem in shaping permanent legistlation in this field 
is to probe for the causes of lockouts, strikes and industrial 
disturbances. Then, to the extent possible, we must eliminate 
these cause. Strikes against private employers cannot be 
ended by legislative decree. Men cannot be forced in a 
peacetime democracy to work for a private employer under 
compulsion. Therefore, strikes must be considered in the 
whole context of our modern industrial society. They must 
be considered in the light of inflationary pressures, of prob- 
lems of full employment, of economic security. 

Legislation governing industrial relations is workable only 
when carefully considered against this broad background. | 
am confident that with painstaking and dispassionate study, 
which will probe fairly and deeply, Congress can evolve 
equitable legislation which promises an era of peaceful in- 
dustrial relations. 

We accomplish nothing by striking at labor here and at 
management there. Affirmative policy is called for, and a 
Congressional committee such as I have suggested is the best 
means of formulating it. 

There should be no emphasis placed upon considerations 
of whether a bill is “anti-labor” or “pro-labor.” Where ex- 
cesses have developed on the part of labor leaders or man- 
agement, such excesses should be corrected—not in order to 
injure either party—but to bring about as great an equality 
as possible between the bargaining positions of labor and 
management. Neither should be permitted to become too 
powerful as against the public interest as a whole. 

Equality for both and vigilance for the public welfare— 
these should be the watchwords of future legislation. 

The bill which I am returning to you does not meet these 
standards. 

Many procedures have been suggested from time to time 
by students of the problem. They should all be considered. A 
comprehensive study of this problem should be based on a 
realization that labor is now rapidly “coming of age” and 
that it should take its place before the bar of public opinion 
on an equality with management. 

It is always with reluctance that I return a bill to the 
Congress without my approval. I feel, however, that I would 
not be properly discharging the duties of my office if I were 
to approve H. R. 4908. 


Chaos 


DANGERS OF ADMINISTRATIVE ABSOLUTISM 


By WALTER N. MAGUIRE, Attorney 
Delivered before the Anti-Friction Bearing Manufacturers Association, Skytop, Pa., May 14, 1946 
HIRTY years ago while campaigning throughout 
Connecticut with my former partner, Homer Cum- 


mings, who was then running for United States Sena- 
tor, I made my initial political address at Clinton. I recall the 


first sentence of that address vividly: “These are momentous 
days in which we live.” That was in the second Wilson 
administration, at the beginning of World War I when we 
for the first time as a nation were drawn into a struggle 
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that started in Europe and spread over most of the world. 
But those days seem insignificant and tame compared to 
the present period. As the leading editorial in the New 
York Times a week ago Sunday put it— 
“In these tremendous times each year is like ten of 
those our parents knew.” 


Then we had a positive leadership—professorial if you 
please, but the leadership of a man who was courageous— 
who had fought monopolies and politicians, who knew his- 
tory, and who had a purposefulness which did not cater to 
political considerations when a crisis had to be met—who 
was willing to go down fighting, if need be, in a great cause, 
and who in fact did give up his life for a great cause, that 
of a League of Nations designed to achieve that which the 
UNO is now set up to achieve. We may differ as to the 
wisdom of the measures he took to reach his goal, but there 
can be little difference of opinion as to his courage and de- 
votion to the welfare of the American Commonwealth. 

Last week when the coal strike was reaching a climax, 
(a “national disaster,” as it was characterized by the report 
of the Office of War Mobilization and Reconversion, issued 
from the White House, with President Truman’s approval), 
we also learned from a White House report that the Presi- 
dent’s health was very good and that he did not take prob- 
lems to bed with him, which accounted for his health—he 
had no worries. Such complacency in the face of the na- 
tional peril arising from coal shortages, is reminiscent of 
that page of Roman history when it was said that an emperor 
with great virtuosity fiddled while his capital burned. 

Last Thursday’s New York Sun contained a powerful 
editorial, which appeared on the front page of the paper, 
referring to the President’s complacency and do-nothing pol- 
icy, and called it “cowardice.” It was a ringing challenge to 
the President and to Congress to do something about a 
national catastrophe. 


It is interesting to record that on the night this editorial 
appeared the lights kept burning late at the White House 
and the following afternoon the strike was called off by 
John Lewis. Whether there was any relationship of cause 
and effect 1 do not know. But in any event it appeared that 
public opinion was expressing through voluminous protest, 
by telegram and letter, its violent disapproval of presidential 
and congressional inaction and ineptitude. 

The responsibility and blame for these disastrous condi- 
tions belong primarily to President Roosevelt. He gave labor 
all it wanted, immunities from the laws of the land to which 
all other groups were subject, such as the Sherman Law, 
and monopolies in the field of labor control, whereby they 
have become inordinately powerful, arrogant and selfish, 
and now aspire to take over political control of the govern- 
ment. He encouraged labor to seek more and more in re- 
turn for its political support. His policy in this respect has 
been followed by Truman, who must also bear his part of 
the responsibility. 

it is the tragedy of American democracy that it does not 
provide for or encourage the development of sound leader- 
ship, concerned with the interests of all groups in our com- 
munity. Much of our political leadership is compromised 
before it achieves power, in fact makes compromises to gain 
power. Thereafter it cannot act independently or freely. 
Some of it is personally ambitious for higher distinction and 
is chiefly concerned to ascertain what promises produce the 
greatest return in voting support. 

We are witnessing that which the forefathers who founded 
the Union and wrote the Constitution sought to provide 
against—the destruction of the checks and balances whereby 
the executive, legislative and judiciary were insulated from 


and made independent of each other, and whereby dictator- 


ship would be avoided. 


In the last thirteen years we have seen long steps taken 
in the direction of destroying this original pattern in our 
government. Congress was for many years subordinate to 
the executive. Bills were rushed through in 1933 without 
ever being read by the legislators, who took the drafts sub- 
mitted by executive brain trusters and passed them without 
consideration of anything other than the title. The Supreme 
Court has been staffed with persons lacking judicial quali- 
fications. 

According to Times of May 13: 


“The Court is beset by conflicts, personal and philo- 
sophic. . . . On the present Court the feuding (is) in 
plain view. Jackson and Murphy are enemies. Jackson, 
once upon a time, wanted to be Attorney General. 
Murphy got the job. Jackson set his sights on the 
Supreme Court. Murphy beat him to it. When Jack- 
son finally landed on the Court, they were like two 
tomcats tossed into the same barrel. Hugo Black is 
another Jackson-hater. Friends predicted that he would 
resign if Jackson were appointed Chief Justice. Black, 
— votes to the left of center, feuds with Felix Frank- 
wit... 


A Washington reporter has this to say with respect to 
our Supreme Court: 

“The court has been in chaos. The only semblance 
of a balance wheel for the other eight flying legal der- 
vishes was the late chief justice (Stone). He had a 
quieting disposition. He knew what law is, and what 
honor is. He also knew what justice was. Without his 
influence, the three-way split on the highest bench, which 
has prevented any settled understanding on a substan- 
tial part of major laws, would have degenerated to a 
public recognition of the farce which has hitherto been 
apparent only to the legal profession, in intimate touch 
with court goings-on.” 

“The President’s dilemma is the greatest with which 
he has been confronted. Objective legal authorities have 
frequently suggested (although not from the housetops) 
that a generation would be required to restore settled 
law. Members of the warring factions on the court, 
involved in rewriting the constitution by peculiar legal 
twists of interpretation, and writing more new law in 
decisions than Congress in passing laws, will have to 
die or reach retirement age before they can be replaced 
by judicial experience. In short whatever Mr. Tru- 
man does, the court cannot gain much, but it can lose 
a lot more.” 


It is certainly shocking to learn that President Roosevelt, 
in 1933 after his inauguration, invited Justices Brandeis and 
Hughes to the White House and asked them to discuss with 
him in advance the court’s decisions in cases deemed im- 
portant by the administration. While these honorable men 
rejected the unethical suggestion, we wonder whether the 
mind that initiated such a suggestion would fail to make 
sure of the views of new appointees to the Court before 
submitting their names to the Senate for confirmation. 


Such a procedure could well explain the trend of decisions 
of recent years, where many long standing constitutional 
interpretations were reversed, producing such state of legal 
chaos that no lawyer can be sure that his advice on consti- 
tutional questions, even though based on clear precedents, 
will be sustained in the federal courts. 

The liberalism of the Constitution was born of distaste 
for the administrative absolutism of tyrannical European 
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governments, and in particular for that of Great Britain as 
practiced toward the colonies. 

On this point of administrative absolutism Roscoe Pound, 
former dean of the Harvard Law School, presented recently 
a searching analysis of our dangerous drift toward adminis- 
trative law, without adequate protection by judicial review. 
He traces its inception in the 1880s, starting with the Inter- 
state Commerce Commission, and notes that before the war 
it had made rapid strides through numerous bureaus and 
agencies which possessed the power to issue edicts with the 
effect of law. This development is fundamentally dangerous 
to the rights of the people, and is a reversion to the status 
against which we had rebelled. To those who argue that a 
system of administrative law is the key to efficient govern- 
ment, he replies: “Too high a price may be paid for efficiency. 
Something more than what Mr. Dooley called ‘gentlemanly 
restraint’ is needed if the absolute government of a ruler, 
whether of king or people is not to become in practice gov- 
ernment by the ruler’s agents.” 

Those who favor this system of administrative law with- 
out adequate judicial review have gone back some 20 cen- 
turies. They have in fact wittingly or unwittingly subscribed 
to the Roman concept that the head of the government is 
the fountain of law, rather than to the English tradition that 
government is the fountain of justice under laws established 
by the people. 

This distinction is fundamental to the consideration of 
liberalism in government. The administrative absolutist re- 
jects the principle that all officials and citizens alike are 
equal before the law. He takes the position that what the 
government does is law, not that government is to be carried 
on according to law. All too frequently the administrator 
decides, not according to some general rule of law, but ac- 
cording to his personal ideas for the time being, and he fre- 
quently appears in the role of investigator, prosecutor and 
judge. The record of the NLRB is filled with such instances. 
And that board is not the only offender against the principles 
of fair dealing between individuals and government. 

Responsibility for formulating the remedy is squarely up 
to the legislative authority. There should be safeguards for 
fair hearings, fair procedure and a simple, speedy mode of 
review by the courts. 

Legislation to this end has been before Congress for sev- 
eral years, but, as in other matters, Congress delays while 
crises develop and hardships and inequities are suffered by 
large groups of our citizens. 

* * * 


Today it is clear that we are witnessing a struggle between 
two ways of thinking, two ideologies, with respect to which 
there are fundamental cleavages. The one is based on the 
Christian religious philosophy which holds that the indi- 
vidual human being possesses within him a unique quality 
worthy of respect, and that the universal plan calls for the 
development of human personalities and characters along 
ethical and moral lines. The other is based on the Commu- 
nistic philosophy which subordinates the individual and 
makes him a tool of the State, and denies the existence of 
other than material values. 

The development of civilization today rests primarily on 
the efforts of the nations which have been influenced by the 
first school of thought. They are represented by the coun- 
tries which have been in the vanguard of civilization, Eng- 
land, Scotland, Holland, Belgium, Switzerland, the Scandi- 
navian countries, Canada, Australia, New Zealand, parts 
of Germany, and last but not least the United States. There 
may be others which I have omitted, but this statement is 
fairly comprehensive of those who have a community of 
interest in supporting our way of life. 





The other ideology is sponsored by Russia, with respect 
to whose minority ruling class we may perhaps accept the 
statement of even Laski: 

“The only rule to which Communists give unswerv- 
ing loyalty is that success gained is method justified. 
The result is corruption of both mind and heart, which 
alike are contemptuous of freedom and careless of 
truth.” 

This is a matter about which we, either as a nation or 
as an influential or potentially influential group within our 
nation, cannot be complacent. This clash of ideas is war- 
fare in the field of humar. rights. It is a life and death 
struggle. This may seem strong language, but the countries 
of Europe where Communism has spread know the deadly 
nature of communistic control—Russia, Poland, the Balkans, 
Spain, the Baltic States. We may well recognize that the 
poison has been spread in this country actively and openly, 
as well as covertly and insidiously. 

It is right that we should meet this challenge actively. As 
manufacturers and citizens who have an important stake in 
our society and economy, we should collectively take steps 
to clarify and expound a vital faith in our American sys- 
tem and way of life which will offset the subtle and attrac- 
tive appeal of Communism and its various levels and which 
will seek to develop again a unity within our own borders, 
based on a worthwhile, clearcut, well presented set of be- 
liefs which can again put our country into the forefront of 
international leadership because of their attractiveness to 
persons of good-will and their innate equity and fairness. 

It seems to me that manufacturers are now beginning to 
be aware of the responsibility which lies upon them in this 
respect; to recognize that, just as since 1937 they have had 
to learn new principles and procedures in the field of em- 
ployee relationships, so now they must acquire an under- 
standing of the art of government as well as an ability to 
propagandize on behalf of their business. 

In “Business Action” of May 6, the weekly report of the 
USCC, is a short article entitled “Does Business Sell It- 
self?”, referring to discussions at the annual meeting of the 
USCC at Washington. Senator Brewster of Maine said 
that business had failed to take an active part in selling the 
country on itself. A Mr. Anderson of New York said that 
if businessmen do not wake up and organize, left-wing 
groups will capture the government and destroy the free- 
enterprise system. ‘The Senator asked businessmen. to take 
an active part in community political life and rise to the 
point where they can command confidence, not only as mer- 
chants, but as leaders of thinking. 

Philip Reed, Chairman of the Board of General Electric 
Company, spoke at the Economic Club of Detroit within the 
last two weeks, urging that competitive capitalism give more 
extensive advertising to its merits if it is not to lose out to 
Government-controlled economy. He said that the Ameri- 
can economic system is “losing ground to an older system 
whose ultimate contribution has been disillusionment, pov- 
erty and blood.” “Too many people are convinced of the 
integrity of the products of American industry and equally 
convinced of the lack of integrity of the very managements 
that produce them. Product advertising and splendid prod- 
uct performance is responsible for the first conviction. Fail- 
ure to advertise the merits of competitive capitalism and the 
part management performs in it, is responsible for the 
second,” 

Some of you may have seen the full page advertisement in 
the New York Herald-Tribune of April 24 by E. F. Hutton. 
Some of his statement is in line with what manufacturers are 
now saying. Let me read a few excerpts which I think are 
interesting: 
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“I regret to lament that a large majority of our busi- 
ness executives are lacking in vision and courage—are 
timid, and huddle like frightened sheep. Instead of 
becoming leaders, as one might hope, judging from their 
commercial and manufacturing achievements, they shy 
away from their obligations in fear of reprisals. I refer 
to such matters as legislative obligations and social and 
moral issues. Whatever is right can be achieved through 
the irresistible power of an awakened and informed pub- 
lic opinion. It must be the imperative selling job, and 
now, by national advertisers to protect the system which 
has given them the right to be in business. The basis 
of that foundation is our Bill of Rights—it is not a 
question of what helps business—but what helps the 
consumer helps business. 

“The economic illiteracy of this country is appalling. 

Business management must assume its responsi- 
bility—stop this attitude of being too proud to reply to 
criticism. This can be accomplished by using this joint 
machinery of persuasion. I refer to the national ad- 
vertisers, in defense of the system, by telling the truth 
to the nation, and particularly the nation’s youth, they 
must create an ideology to tell this story and its pur- 
pose—the romance of American business, and make it 
just as attractive and progressive as socialism and col- 
lectivism seem to be to the young and the country. A 
person’s judgment is no better than his information. 

... “If business leadership does not assume its overall 
responsibility, they cannot complain if others influence 
public thinking. Barney Baruch has said that the 
‘American people can do anything if you tell them why, 
but you must tell them.’ 

“We must accept the code of thinking that -the in- 
terests of workers, management, owners and customers 
are inseparable—that one may not succeed at the ex- 
pense of another. Interest—success—our futures—are 
commonly and irrevocably linked to each other.” 


It seems to me that industrial leaders must become more 
interested in the economic and political problems which 
effect both government and industry, as well as in the gen- 
eral welfare of the nations as a whole. 

Government, industry, and commerce, and in fact life 
in general, are much more complicated now than 160 years 
azo when the Constitution was written, or 100 years ago 
when active industrial development began in this country, 
even 50 years ago when we began to emerge as a world 
power. 

It may well be that the old procedures and techniques 
for solving economic problems are inadequate and too slow 
in this new age with its accelerated tempo. Courts have been 
slow in developing answers and solutions to problems which 
all too often lay outside the knowledge and understanding of 
the judges. This fact has been a strong reason for the de- 
velopment of administrative agencies to be run by experts 
in particular fields who could make quick intelligent deci- 
sions based upon standards laid down by the legislature. All 
too frequently, however, the legislature has not known the 
proper standards to be applied and unconstitutionally has 
sought to delegate to the administrative agencies the task of 
developing these standards out of their experience. Pending 
such ultimate determinations persons operating in that field 
have not known how to decide their own problems—they 
have not known what the rules of the game would be when 
ultimately promulgated. Any such delegation we have un- 
derstood in the past to be unconstitutional, but no longer 
are we sure that the present Supreme Court will find un- 
constitutional such improper delegation of power without 


clearly defined standards, as we have witnessed in the ad- 
ministration of the renegotiation statute. 

Would it not be well for us to recognize that we must 
have national economic problems studied from the angle of 
industry and commerce, subordinate always to the general 
welfare of the country, and that the results of such study 
should be publicized and communicated vigorously and ef- 
fectively to legislators. and creators of public opinion, so that 
their merits could be recognized and incorporated into our 
system of government and into our industrial system. 

Inasmuch as the basis of our international problems is es- 
sentially economic, would it not be well for us to take an 
interest in these problems at the international level, to assure 
that our country is properly protected by having a sound 
foreign policy. This would necessarily involve the consider- 
ation of whether our State Department and diplomatic sys- 
tem are adequate to protect our vital interests at this junc- 
ture in world history, or whether we should establish some 
institution in which to train our diplomatic and consular 
representatives so that they might acquire a clear under- 
standing of a sound American policy on which all groups 
in the country can unite, and also so that they may learn 
to know the history, customs and language of the countries 
to which they are sent, in order to report accurately to us 
the trends in other countries, as well as to explain our 
American system and aspirations to the governments and 
people to whom they are sent. 

Such an interest in government affairs was taken by the 
business leaders in England beginning with the Elizabethan 
period of expansion. A similar relationship existed between 
the Venetian Government and its businessmen when Venice 
was at the height of its power and when the Venetian diplo- 
matic corps was the best in the world. Much of the success 
of the Dutch and Swedish systems is due to the fact that 
in those nations government and industry work closely to- 
gether, and produce results beneficial to all groups within 
the nation. 

It would seem to me that these matters are worthy of 
your consideration, and not only worth thinking about, but 
also worth doing something definite and positive about. 

Such a program might well be espoused by organizations 
to which many of you belong, which today represent the col- 
lective strength and wisdom of American industry and com- 
merce, the NAM and the USCC. But their work must be 
at all levels, local, state and national. 

All of these things require time, effort and monetary ex- 
penditure. But these costs are relatively small when com- 
pared with what it will cost business if the affairs of govern- 
ment are not well handled, and especially if government, by 
default, falls into the hands of groups which seek to take 
over industry by the process of socialization or nationaliza- 
tion. 

Edgar Queeny of Monsanto Chemical in his annual report 
to stockholders on March 26 said: 

“The American temper and genius, molded during 
a century and a half of individualism, built a dynamic 
industrial structure which has great momentum. It may 
be able to hurdle all obstacles to complete its tasks of 
peace as it hurdled obstacles to complete its tasks of 


” 
war. * * * 


In conclusion I wish to read to you a brief statement out 
of history which may well exemplify our common feeling at 
this time, as well as that of many another generation of men 
since the time it was written about 380 B.C. by a distin- 
guished Athenian citizen, Isocrates: 


“The age in which we live should be distinguished 
by some glorious enterprise, that those who have been 
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so long oppressed may, in some’ period of their lives, 
know what it is to be happy. This unfortunate genera- 
tion has already paid its just tribute to misery. What 
calamities has it not suffered? Many have perished in 
the bosom of their country; others have been obliged 
to wander with their wives and children through in- 
hospitable lands. 


“Let the leaders contrive to put an end to our present 
troubles. The treaties of peace are insufficient for their 
purpose; they may retard, but cannot prevent our mis- 
fortunes. We stand in need of some more durable plan, 
which will forever put an end to our hostilities, and 
unite us by the lasting ties of mutual affection and 
fidelity.” 


The Management of the Federal Debt 


IMPORTANCE OF GOVERNMENT OVER ALL FISCAL POLICY 


By FRED L. CRAWFORD, U. 8S. Congressman from Michigan 
Delivered before the Pennsylvania Bankers Association, Philadelphia, Pa., June 14, 1946 


to your banking industry for us to meet together | 

am here today for this informal discussion. You have 
a story to tell to the Congress and to the people about your 
industry that you should forever keep telling and of course 
I refer to the constructive service which you have always 
rendered to the public. Especially do I have in mind the 
signal service you rendered to the public and to the Govern- 
ment in the financing of the war expenditures incident to the 
recently ended world conflict. 

As a Member of the Congress there too is a story I wish 
to tell to you. I am one of those formerly and presently 
closely associated with banking and business generally and a 
Member of the Congress who believes in our representative 
form of government and who is very certain that the Con- 
gress as an institution is not obsolete and no longer of any 
value to the people in their industrial activities. So believing 
in your industry and in the usefulness of Congress I think 
we have a mutual interest in being here together. 

Those who have had occasion to comprehend our State and 
Federal laws as they affect the operation of banks even after 
the individual banking charter has been granted and the 
capital structure completed are fully aware of the influence 
legislative bodies may have over the operation of banks by 
reason of the provisions contained in State and Federal laws. 
Furthermore, it is of course a fact that forces are now com- 
ing into play which will bring about far-reaching amend- 
ments to Federal laws at least as they affect the operations 
of member banks of the Federal Reserve System. 

Only a few days ago when Chairman Eccles of the Fed- 
eral Reserve Board of Governors appeared before our House 
Banking and Currency Committee I inquired of him when 
the Board expected to file with Congress its recommendations 
for the revision of certain banking laws. This report has, as 
you probably know, been under consideration for some time. 
It is of course no simple report to prepare because what it 
will call for will be of great importance to not only com- 
mercial banks but to all those who do business with commer- 
cial banks as well as all investment houses, insurance 
companies, building and loan associations and others who 
purchase and sell Government securities in the open market. 
I understand from Chairman Eccles that the report will be 
forthcoming within a short time. I shall not be surprised if 
we have it before us before the adjournment of the present 
Congress which is now scheduled for not later than next 
August | to 10. 

I do not expect the Congress to take any action upon the 
recommendations that may appear in that report before the 
present Congress adjourns. However, if you will permit me 
to make a guess it is to the effect that the forces now running 


Biers it is highly beneficial to the Congress and 


will develop sufficient pressure to cause the Eightieth Con- 
gress to act sometime shortly after it convenes January of 
next year. 

Within 5 years the total assets of your insured banks in- 
creased 132 per cent and on December 31 last aggregated 
slightly more than $169,000,000,000. While this was oc- 
curring the change in one major type of assets held by these 
insured institutions jumped over 445 per cent. I refer to 
your holdings of United States Government obligations 
which on December 31 last, exceeded $96,000,000,000. This 
most interesting development occurred while your loans, dis- 
counts, and overdrafts increased only 51.6 per cent and your 
miscellaneous assets actually declined 25.3 per cent. 

There is, to me, an encouraging sign in that while during 
the war most of the industrial expansion was financed di- 
rectly by the Federal Government rather than by the banks, 
with the end of hostilities and with the beginning of the re- 
conversion of industry there has been a sharp upturn in the 
volume of commercial industrial loans. Let this continue 
with all the speed possible for reasons I shall later point out. 

While on December 31 last the insured operating banks 
had demand and time deposits booked to the credit of indi- 
viduals, partnerships, and corporations over $112,000,000,- 
000, these same institutions carried loans, discounts, and 
overdrafts of only $29,000,000,000 leaving an excess owned 
by the customers of $83,000,000,000, or say 74 percent. 

This ownership of deposits by bank customers is of the 
greatest significance when related to present banking laws, 
bank investrr nt policy, Federal Reserve bank powers over 
reserve requirements, and open market operations and the 
control of the public’s attitude towards purchasing consum- 
ers’ durable and nondurable goods. Insofar as I am in- 
formed, never before in the history of banking in the United 
States did a similar situation prevail. Your industry, bank 
supervisory authorities, and a few Members of Congress are 
beginning to wonder what can and should be done about 
some of these matters. 

On the other hand, we, the people, banks and their own- 
ers, depositors, and every other citizen, have this $270,000,- 
000,000 debt. Its management goes to the very heart of 
politics. No major political party can ignore the vast eco- 
nomic, social, and political ramifications incident to such 
a debt in a country where labor monopolies exercise such 
unbridled powers as have been evidenced here in the United 
States during the 10 months’ interim since major hostilities 
ceased. The flow of total national income, of tax dollars to 
the Treasury, of social security “takes” to be invested in the 
special issues of the Treasury, the attitude of the working 
and thrifty public to investments in Government issues or 
to cashing savings bonds, the scarcity or ample supply of 
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consumers’ durable and nondurable goods, and many other 
less important factors, are all involved in these strikes. 

The play of these many forces bring into the open clear 
conflicts in the opinions of policies of the Treasury and the 
Federal Reserve authorities and the political administration 
in power. It will be an amazing example of coordinated 
effort if these three arms of Government can travel the dif- 
ficult road of Federal debt management during the forth- 
coming 25 or more years without bringing great economic 
and social upheavals to our people. 

Congress fully comprehends the political fact that the 
Secretary of the Treasury is a political appointee of the 
party in power. This individual may be highly qualified for 
the job or, speaking bluntly, he may be appointed upon the 
basis of his political value to the party. Such a set of facts 
may resolve matters to where the actual determination of 
debt management policies may fall to career men in the 
Department or to Department employees who have none 
too many qualifications for the job. And it is conceivable 
that men who are outside the Treasury and who carry no 
particular public responsibility for Treasury policies may ex- 
ercise great and direct power in debt management. 

The Secretary of the Treasury must give consideration to 
the politics of the general situation as pressed upon him by 
his Cabinet colleagues and the President himself. 

If we may assume that a postwar budget of sane propor- 
tions will prevail then we must likewise assume that the 
cost of servicing the present debt at the rate of interest which 
now governs on the various stratas of the debt will be one 
of the major top (if not the largest single one) items in the 
Federal budget. It will, under such circumstances, be a per- 
fectly natural political development for the administration 
to continue to move in the direction of a greater and greater 
proportion of the Federal debt to be stratified into obliga- 
tions carrying a declining rate of interest so as to reflect 
(insofar as the total interest burden is concerned) a smaller 
proportion of the total budget and a lighter load on the tax- 
payers of the Nation. 

The declining rate of interest on that portion of the total 
debt carried in the bank portfolios of this Nation will di- 
rectly affect earnings of banks. This is squarely the issue 
your industry faces. In due course the Congress will have 
the matter before it and in the form of recommended leg- 
islation. We might as well begin now to openly discuss the 
direct influence such a policy of cheap money or low-interest 
rates will have on commercial banking, on the operations of 
insurance companies, and all other institutions and citizens 
who heavily invest in short-term issues of the Federal 
‘Treasury. 

The fact that the insured banks of this country own in 
the neighborhood of $100,000,000,000 worth of the debt 
(say 40 percent places your industry directly in the spot- 
light and in a manner which will not permit the administra- 
tion to overlook the political significance of the proportion 
of your total earnings which you receive from the Treasury 
in payment of interest to you on the Treasury issues you 
hold. Let me implore you to not overlook these basic facts. 

A careful analysis of the character of the debt outstanding 
on the last reported date, May 31, 1946, shows securities 
maturing within the year, $61,000,000,000, and before Jan- 
uary 1, 1952, $124,000,000,000. Optional securities which 
can be matured June 15, 1946, aggregate $1,800,000,000 
additional. And in addition there were the $49,000,000,000 
of savings bonds, payable for the most part on the demand 
of the holder. 

Place yourself in the position of the Secretary of the Treas- 
ury and ask, “What would a falling bond market mean in 
the face of such a refunding job?” Again, if the average 


interest rate on a $270,000,000,000 debt is to be advanced 
only 1 percent—1 percent of $270,000,000,000 equals $2,- 
700,000,000—every low-income-bracket citizen in this coun- 
try would be interested in his share of the tax burden inci- 
dent to such an increase. The public is now acquainted with 
the effectuation of subsidies on foodstuffs, costs of housing, 
and other subsidized operations all sold and given to them 
as emergency measures. The public will go along with the 
extra budget cost incident to subsidy programs applied to 
emergency and temporary periods but emphatically protest 
against being taxed to meet an increased interest burden im- 
posed to carry a deadweight debt primarily held, as to con- 
centrated holdings, by the commercial banks. This is a polit- 
ical fact to which you must give attention. 

While the House and the Senate have indicated how far 
they will now go in restricting the powers and activities of 
that famous Federal agency—OPA—its demise or liquida- 
tion has not yet been effectuated. OPA, with all of its 
benefits, whatever they may be, and its miseries so arrogantly 
imposed upon thousands of citizens, is a part of the political 
inflation-prevention machinery. This agency with its good 
and its bad is accepted as a Government institution by 
scores of our radio commentators, columnists, and editorial 
writers along with many millions of our citizens.. Therefore, 
it is now a part of the machinery of government designed 
to assist the Federal Reserve Board, the Treasury, and other 
Government agencies in dampening down the price-rising 
tendencies resulting from the efforts of the people to momen- 
tarily purchase more than the markets offer. 

This temporary umbrella now known as OPA will not 
suffice when the full storm of consumer demand breaks on 
the markets of this country. More efficacious methods will 
have to be used. No political party dares longer entirely to 
depend upon OPA to solve this problem which hovers over 
the social and economic horizon. 

Full employment and greatly increased production under 
OPA will not necessarily do the job. This because it is 
sound reasoning to say that if our people now hold a backlog 
of buying power represented by some $225,000,000,000 that 
with full employment and great production of peacetime 
goods the operation will finance itself and under present 
wage levels the people will further add to their backlog of 
savings and the potential inflationary base will be expanded 
—rather than diminished. So, the answer to “potential in- 
flationary activities” will not be found in full employment 
and production. The “potential” will still be there ready 
to exert itself (in the absence of additional laws, rules and 
regulations) as, when and if bad management of the present 
debt causes the people to lose confidence in the ownership 
of the dollars they hold and proceed to convert dollar hold- 
ings into goods and equities. 

In the past, occasions have arisen at which time central 
banking authorities have curtailed bank credit, advanced in- 
terest rates and in this manner precipitated deflation. ‘These 
steps were taken under the concept of a shortrun purpose. 

We have to admit that in most every case the restricted 
effects of these intended shortrun deflationary forces have 
gone beyond, in time, the occasioning circumstances. I refer 
you to the situation in 1920; and in 1929 and in 1937—the 
latter bringing to us the most precipituous drop in prices, 
production and employment I believe we have on record. 

Upon each of these occasions I have just mentioned, we 
did not have governing conditions such as prevail today. I 
refer to the stratified debt; the vast refunding operations 
which must be constantly faced by the Treasury; the 
“owned” time and demand deposits the good citizens now 
hold to their credit in the commercial banks: The additional 
reserves of the people in the form of currency in hand, Fed- 
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eral Savings Bonds constituting demand calls on the Treas- 
ury and still other reserves to the extent now present. 

If these excess (as measured by past aggregates) savings 
are to be spent for consumers’ goods in a period of full em- 
ployment and production that is one thing. If they are to 
be invested in this country in buildings, machinery and ma- 
chine tools for the production of goods for internal and/or 
external consumption, that is quite a different matter. But 
large-scale investment plans applicable strictly to the United 
States or to other countries through the machinery of Bret- 
ton Woods, have to be made far in advance. Increases in 
interest rates aggravate your long-run difficulty in inducing 
the public to invest their savings. Historically, low interest 
rates have encouraged expansion of productive facilities and 
caused higher profits to be anticipated. For the Government 
to again precipitate deflationary forces will greatly affect the 
market value of long-term Treasury issues as well as other 
outstanding securities and accentuate the price risks incident 
to the highest grades of all investment securities. 

While during the past several years the lower incomes 
have been constantly moving upward the political mind will 
hold that interest-bearing securities are largely held by those 
classed in the upper and middle income groups. It is true, 
however, that during the war with full employment, mil- 
lions of those classed in the lower income brackets acquired 
some of the savings bonds carrying the highest interest rate 
of all the Treasury issues placed during the period of the 
stratification of the present Federal debt. But it can be 
substantially argued that most of the interest-bearing secur- 
ities, insurance policies, and deposits in building and loan 
associations are still today primarily held by those not classed 
in the lower income groups and that any increase in interest 
rates will increase, rather than diminish, the present inequal- 
ity of income between the two groups. Within recent years 
those who have so strongly advocated the value to the citi- 
zen of the social state have made great progress in condi- 
tioning the minds of the masses to believe that dollars in the 
hands of the people whether received from the State through 
deficit financing or actually earned, stabilize employment and 
maintain the flow of social income. 

It will prove extremely difficult, politically speaking, to 
again precipitate any kind of a short-run deflationary move- 
ment and at the same time avoid the initiation of great pub- 
lic-works programs leading to further deficit financing on 
the part of the Federal Government covered by low-interest- 
rate issues. The administration will be sufficiently politically 
sagacious to recognize how important it will be to have citi- 
zens with great savings ready and willing to purchase low- 
interest Treasury issues; or, in the absence of a willing public 
to buy the paper for the Treasury to be able to place it with 
the banks. 

We are forced to recognize that for the central banks to 
greatly restrict credit (in whatever way possible) and bring 
forth an advance in interest rates that with the banks hold- 
ing in the neighborhood of $100,000,000,000 of Treasury 
issues, bank earnings would be appreciably advanced and 
this would be argued before the public as coming at the cost 
of the taxpayers (or the Government). 

Since the inception of the Federal Reserve Act we have 
been taught to look to the Reserve authorities for policies 
pertaining to the quantity and cost of credit. Upon these 
authorities the law imposed some rather definite responsibili- 
ties. Commercial banks and the public during the period 
1913 to 1940 watched to see what the Reserve authorities 
would do. 

But during 1945 the already unprecedented money supply 
in the form of currency and bank deposits increased substan- 
tially and chiefly through indirect participation by commer- 


cial banks in Treasury financing. Increase in bank loans to 
business was a minor factor. Total deposits—adjusted to 
exclude interbank deposits and “float” between banks—plus 
currency, increased about $24,000,000,000 during the year 
to approximately $175,000,000,000; compared to $61,000,- 
000,000 at the end of June 1939 before the outbreak of 
war in Europe, and $78,000,000,000 at the end of 1941 
when the United States entered the war. Now let me ask 
you what the Reserve authorities can actually do with re- 
spect to controlling the amount and cost of credit in the 
face of such a set of conditions? 

The public, not being too well informed on the techniques 
involved in all these banking and currency matters, have a 
right to assume that the Reserve authorities will act in the 
interest of the general welfare and that if conditions justify, 
the authorities will come to the Congress and point out defi- 
ciencies or inadequacies in present laws. And, too, the ad- 
ministration in power owes to the public the responsibility 
of keeping the Congress and the public informed on what 
new steps, if any, should be taken to protect the Federal 
Reserve Act and commercial banking generally from any 
great catastrophe by reason of bad administration or political 
expediency. 

You recall when the term “control of credit conditions” 
largely carried with it the meaning that the control was to 
be accomplished through alterations in the rediscount rate 
and through open-market operations of the Federal Reserve 
banks. Results obtained were not always exactly as planned 
or desired but what the banks did had a very dominating 
influence in money and capital markets. Now, we have very 
dissimilar conditions. The management of the present debt 
makes it quite impossible for the Federal Reserve to func- 
tion as it once did. We shall have to give some attention to 
this fact. 

It is my frank opinion that the time is now ripe for some 
drastic changes in the framework of our monetary system 
and I trust we shall not have to wait too long for the rec- 
ommendations for the Board and the administration. 

In referring to the increased supply of money it is well 
for us to bear in mind what we read in the January Monthly 
Review of the Federal Reserve Bank of New York which 
said “since early in 1942 the great expansion in bank credit, 
the accompanying growth in the money supply in the form 
of bank deposits and currency, and the continued low inter- 
est rates have been made possible chiefly by an expansion of 
Federal Reserve credit which has lifted the total loans and 
investments of the Federal Reserve banks from less than 
$2,500,000,000 to nearly $25,000,000,000.” 

The administration determined the cheap money policy. 
The Federal Reserve, in war time, was duty bound to go 
along. Some may claim that the Treasury did not make 
money cheap and plentiful or that the Treasury could not 
do such a thing—that it had to be done by the Federal Re- 
serve alone. Well, in my opinion, such reasoning can well 
afford to be questioned at this particular moment because 
we are sufficiently informed to know that the Treasury has 
some views about this cheap money and low interest program 
which do not exactly conform to the views of the Board. 

It is not possible for me to feel that the commercial banks 
are entirely responsible for this cheap money policy as some 
claim they have supported it without any particular protest. 
It appears to me that one is on sound ground when he 
claims that (1) the administration did not want to ask for 
taxes that would more substantially finance the war expen- 
ditures; (2) that the administration had for many years 
advocated deficits and low interest rates; (3) that the Ad- 
ministration did want a stratified debt; (4) that the Admin- 
istration did expect the commercial banks to stand by and 
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be ready to take the excess of any offering not subscribed 
for by individuals and other investors other than the com- 
mercial banks. The commercial banks had no other choice 
as their functions are such they could not possibly go on 
strike in wartime and refuse to buy Government’s securities, 
especially, after excess reserves had been provided through 
the Federal Reserve going along with the administration and 
providing the reserves for the use of the commercial banks. 

Upon every occasion and at every opportunity you can 
make, you should, as a banking institution point out that 
the war you voluntarily did practically everything 
in your power to persuade your depositors to draw down 
their deposits and purchase the issues offered by the Treas- 
ury. You rendered valiant service without any cost to the 
(jovernment—the costs being absorbed by your operating 
revenues. Had you not gone along with the general program 
it would have necessitated the direct absorption by the Fed- 
eral Reserve banks of the Government securities with con- 
equent direct money inflation: The Government’s war needs 
had to be met (once the policy was established) in any event, 
and this you should make known to the public. 

‘The public does not understand what has happened. If 
you come to my bank and arrange a loan, we credit your 
account with the amount of money borrowed. You, of 
course, can proceed to draw checks against that credit and 
circulate those checks as money. But dealing with you as an 
individual, our bank must maintain a reserve against your 
Possibly our bank may have to borrow from the 
Reserve bank or sell securities to obtain the necessary and 
required reserves against our deposits, however created. But 
our bank and your banks faithfully supported the program 
of the Government. We acted as the residual underwriters 
of the Federal deficits. 

Now, with the banks having gone along and with the 
December 31, 1945 figures on all insured commercial banks 
showing “all other loans (than real-estate loans) including 
overdrafts” aggregating only $21,000,000,000 and “United 
Stites obligations, direct and guaranteed,” of $89,000,000,- 
000, we have many who propose that the war loans made by 
the banks to the Government, or say a major part of them, 
be frozen in the banks at a nominal rate of interest fixed by 
the Treasury. Time will not permit a discussion of the many 
proposals and the most that we can do is just mention some 
of them. 

Following the Civil War the country moved in under 
the influence of rigid bond-secured currency. About 33 years 
avo we launched ourselves on the sea of the Federal Reserve 
\ct. The Federal Reserve Act was promoted and intended 
to give us some relief through providing an elastic currency 
that would meet the demands of our industry, agriculture, 
and people generally. 

‘The question has been raised, “Shall we now box the 
compass?” and freeze the debt of the Second World War 
into the banks and thus return to a bond-secured currency 
again? Some economists would have this very thing occur. 

Shall the legal reserves required to be kept by the mem- 
ber banks with the Federal Reserve be materially increased ? 
Will greatly increased legal reserve requirements suffice with 
respect to meeting the public’s demand for some kind of 
inflation prevention? What seeds are now being sown by 
the administration in “conditioning” the minds of the peo- 
ple to believe that inflation can be prevented by legislation 
or by agencies of the Government exercising vast powers 
over the investing, buying, selling, and saving activities of 
the citizens? 

Would reserve requirements apply equally to all banks? 
i hey would not. 

Are the Federal Reserve banks in a position to raise the 
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central bank’s discount rate to a level sufficiently high to pre- 
cipitate a radical drop in the price level, contract credit and 
currency, and curtail imports and exports and materially 
control employment? Well, as I have pointed out, we today 
have conditions very dissimilar to those which governed 
when the central bank could so effectively operate. With 
more or less fear evident; with famine cries spreading over 
the world; with prices reaching a point where the desire to 
spend is being dampened down, with some of these lessons 
taught to our people by the recent strikes, with the public 
generally becoming a little more discriminating in its pur- 
chasing, just how far do we dare go in repeating the scarce- 
money experiments of years past? 

Possibilities can be found in the proposed long-term, low- 
coupon bond that would be restricted specifically for bank 
portfolios if joined with certain tax-exempt privileges. If 
the bonds were totally exempt from taxation as to both 
principal and income and applicable to all banks irrespective 
of the total earnings of the holding bank that would be one 
proposition. On the other hand, if bonds are to be only 
partially tax-exempt as to income many complications can 
well enter the consideration of issuing such securities. The 
income exempt from taxes might be a stated percentage of 
the gross or net amount of the individual institution’s earn- 
ings; or a percentage of the gross or net income applicable 
to Government issues only as separated from the income 
from other investments and income of the bank in question. 
If banks could be induced, by mutually beneficial arrange- 
ments, to hold a very great percentage of the total floating 
debt of the Federal Government and at the same time lower 
the interest burden and reduce the possibility of quick changes 
in the relation of near money debt and currency or deposits 
under the control of the individual citizens, we might greatly 
benefit thereby. The need for great flexibility in the man- 
agement of Federal finances may force us into some interest- 
ing and new policies and procedure. 

There are also possibilities in the proposal to permit banks 
to make capital loans (provided funds used for such pur- 
poses are segregated) out of undistributed earnings on a 
less restricted or supervised basis than those investments 
made, the major purpose of which is to protect depositors’ 
funds. Somewhere down the line, and let us hope not too 
far distant, banks should be able to increase their capital 
accounts through sale of stock to the public. Certainly a 
drastic reduction in bank earnings due to Treasury policy 
will not be conducive to inducing the public to acquire new 
stock issues offered by the banks. 

Legislation to absolutely prohibit banks from acquiring 
marketable Federal securities other than directly from the 
Treasury or the Federal Reserve banks may be, by someone, 
introduced. In the event the Budget is not balanced, or 
brought sufficiently near to balance to just accommodate the 
investment, in new issues, of Government trust funds, we 
might find that it will be utterly impracticable, if not eco- 
nomically impossible, to impose such restrictions on bank 
portfolios. After all, if the Congress makes the appropriations, 
someone must purchase the Treasury issues put forth to 
finance the appropriations unless we wish to resort to direct 
central bank or printing-press financing. There is not much, 
if any, difference. 

If changes are made in the law permitting banks to invest 
all legal reserve requirements in Treasury short-term, low- 
income issues, that, too, might afford a chance to further 
reduce the rate of interest without materially adversely af- 
fecting the earnings of banks. 

If one strictly pursues the possibilities within the range of 
modified taxation as applied to bank earnings and all as re- 
lated to encouraging banks to carry a large portion of the 
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Federal debt—long-term or short-term—there are innumer- 
able suggestions that might be made—some of which could 
prove very helpful. 

And it may be that we face many changes in our service- 
charges policy. Should an administration that is in power 
find that public policy calls for retrenchment in the making 
of loans by commercial banks and at the same time deter- 
mines that the total interest rate on the Federal debt must 
be reduced with the banks holding the greater percentage 
of the outstanding Treasury issues, we may find that banks 
will be forced to greatly increase their service charges in 
order to maintain the amount of bank earnings required to 
protect these necessary institutions. So long as the banks 
do not know just what the Federal policy is to be, they are 
in no position to materially increase or decrease service 
charges. As in the field of transportation and communica- 
tion, the business of banking is sufficiently related to the 
public interest to prevent any administration, under mone- 
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tary and fiscal conditions such as now govern, from over- 
looking the importance service charges may play in the com- 
ing and immediate years. 

Finally, we have reason to assume that in 1945-46 we 
have, for the present era, witnessed the top in total commer- 
cial bank earnings. Many will be surprised if the calendar 
year 1946 gives as great net returns as related to total capi- 
tal as the banks enjoyed in the calendar year 1945. But 
assume this current year ranks higher, in earnings after taxes, 
than did last year, we certainly have no reason to assume that 
1947 will equal either 1945 or 1946. 

Therefore, under the many and varied problems which 
we now have and which are so directly or indirectly related 
to the management of the present debt and the Government’s 
over-all fiscal policy, I must conclude that the subject we 
have here so briefly considered is one to which banks and the 
Government must give prompt and serious and constructive 
consideration. 


Industrial Peace 


FACE IS MAN-MADE 


By HERMAN W. STEINKRAUS, President, Bridgeport Brass Company, Bridgeport, Conn. 
Delivered before the Annual Meeting of the U. 8. Chamber of Commerce, Atlantic City, N, J., May 1, 1946 


UMAN nature being what it is, it was perhaps too 
much to expect that when the war ended last August 
we should be able to return to our peacetime activi- 

ties speedily, efficiently, and with the same teamwork we had 
displayed during the war. Rumblings of trouble were al- 
ready in the air last June. Initial demands for 30% wage 
increases were made by union leaders, and soon echoed by 
some government officials. Wage increases, they said, were 
necessary to offset the reduction in hours, and thus main- 
tain the purchasing power of the workers after production 
for war had ceased. 

Since that time a wave of strikes has kept us from getting 
back to maximum production, and the spirit of teamwork 
between labor and management which had made so much 
progress during the war has been given a most serious set- 
back. 

Yet we all know industrial peace is essential if we wish 
to satisfy the many needs of our own people, as well as help 
those nations of the world who cry out to us for relief in 
their great need. Industrial peace is essential if America is 
to remain prosperous. All Americans fervently desire it. 

The worker is beginning to realize that he, more than 
anyone else, pays in the end for strikes and other forms of 
industrial unrest. He may go out on strike convinced that 
he will make great gains through organized demanding, but 
he often ends up a disillusioned man. The employer, too, 
wants industrial peace, because only as the wheels of in- 
dustry turn out production can any corporation satisfy its 
customers, its employees, and its stockholders. 

The American people, I believe are also beginning to 
realize that the entire community suffers when a major con- 
flict occurs. There is a growing feeling that the public wel- 
fare has been too often ignored where labor disputes have 
arisen. At first the public took news of strikes and work 
stoppages very lightly, as, for instance, in the elevator strike 
in New York City, when people walked up twenty and 
thirty flights of stairs several times a day, without so much 
as raising the question “Why is all this necessary ?” 

But as time went on, and national strikes disrupted entire 


industries, the public became alarmed. They felt the 
tremendous impact of this conflict on their daily lives. They 
began to besiege Congress for a law to prevent these upset- 
tals. Definitely, the public now wants labor peace, not 
strife. 

Whatever the interest of the individual members of a 
community, whether they are the workers, the employers, 
the general public, or the national labor organizations, what 
hurts one hurts all. Any program for bringing about last- 
ing industrial peace must therefore take all of these groups 
into equal consideration. 

It would be presumptuous for me to try to lay before you 
a program for industrial peace which would encompass ev- 
ery phase of this most complicated human problem. All | 
can hope to do is to outline a few of the fundamentals. 

The first requisite of any successful program, it seems to 
me, is that it must be fair, simple, and easily understood 
by all parties involved. All should be able to subscribe with 
equal approval to the program. That means all parties must 
be willing to recognize the rights of the other parties. 

The present technique of union-management negotiations 
is altogether too complicated for the average man and woman. 
I have myself read paid advertisements that tried to explain 
current disputes, and I could not understand what the issues 
were. Employees feel helpless when they read in the papers 
what is going on in relation to their own jobs in their own 
companies. Many times they do not understand what the 
argument is all about. So I say any program for industrial 
peace must be first of all fair, simple, and understandable, 
if it is to succeed. 

Further, such a program must be workable both in good 
and bad times, otherwise industrial peace cannot be expected 
to weather the ups and downs of business that are bound 
to occur. 

In the light of this principle I would like to ask you 
whether the demands which labor is now making on in- 
dustry, with the support of the government, can measure 
up to this test of being workable and fair in good and bad 
times. I am sure you will agree with me that the answer 
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is “no.” Were it not for the tremendous pent-up demand 
for goods today, the picture would be even more serious. 

The old saying, “in time of peace prepare for war,” might 
well be paraphrased to read: In good times remember that 
bad times may come. Neither labor nor management should 
take advantage of any current situation to make unreason- 
able and unjustifiable demands upon the other. 

However, that is exactly the practice which has been fol- 
lowed in the present strife. In many cases an ultimatum 
was thrown down by the unions, acting under instructions 
from their headquarters: “Give us 18% cents more per hour 
or we strike at seven o’clock next Monday morning!” Such 
headlong procedure can never help to build for lasting in- 
dustrial peace. 

Similarly—and let us be honest about this—some manage- 
ments have taken the attitude in recent months that this was 
as good a time as any to put labor back in its place and take 
back certain gains which had been granted during the war 
period. Such managements fail to realize that we can never 
go back to former days and methods; we must forge ahead 
to better understanding and better opportunity for all. 

Finally, a sound program for industrial peace must assure 
maximum production at the lowest reasonable prices to the 
consumer; opportunity for higher wages to the worker, based 
on productivity; and a reasonable return to the investor. 
These are the ‘basic principles of American business. 

‘These are also the basic requisites on which any program 
for industrial peace must be built. 

With this in mind I would like to present to you five 
specific suggestions which 1 feel we ought to follow if we 
are really going to make some practical headway on this 
program. The first of these is for all of us to fully accept 
genuine collective bargaining. 

1. At the President’s Labor-Management Conference 
both labor leaders and management agreed on the major 
principles of collective bargaining, as you can see from one 
section of their report: 


“Genuine collective bargaining . . . involves a de- 
termination to resolve disputes and conclude an agree- 
ment ... when approached with a fair and open mind, 
in a conscientious endeavor to understand each other’s 
problems and in the interest of stabilizing employment 
relations. ‘The object of collective bargaining is volun- 
tary agreement. Temperateness of approach will aid 
in the attainment of this objective.” 


We cannot say collective bargaining has failed; it hasn’t 
been fully tried. We have not had collective bargaining 
recently—what we have had is collective demanding. Some 
negotiation conferences were more like brawls and name- 
calling meetings. 

The day should be gone when we pick up the daily papers 
and read about national leaders of labor and management 
slurring each other or resorting to trick maneuvers and mis- 
representation of the facts, instead of honestly and fairly 
trying to work out an agreement that is just to both parties. 

Let us never forget labor relations are human relations, 
and where there are bad human relations there cannot pos- 
sibly be good labor relations. Where there is deceit, taking 
unfair advantage, or compulsion on either side, a fundamen- 
tal element of industrial peace is completely lacking. The 
shrewd bargain driven while the advantage is on one side 
will last only long enough for the time when conditions have 
changed and the other side upsets what it has always con- 
sidered unfair. ‘Then it appears it was not so shrewd. In 
the long run it was pretty short-sighted. 

So let us by all means lend our support as a great national 
organization to the further development and education of 


American industry and labor in the practice of true and gen- 
uine collective bargaining, on the right plane of intelligence 
and fair dealing. Let us urge both leaders of management 
and labor to select as their representatives around the bar- 
gaining table only those who really deserve the honor, and 
who will represent their respective interest in a fair, gentle- 
manly, and intelligent way. 

2. My second suggestion for a program for industrial 
peace is to adopt a sound and workable grievance procedure. 
Those who have analyzed the reasons for strife realize how 
often serious trouble can start from a seemingly unimportant 
grievance which was not promptly handled by the person in 
authority. 

In the old days foremen often took the attitude that the 
worker had no right to think, or no right to complain. He 
had only to do as he was told. That day is gone as far as 
intelligent management is concerned. Suggestions as well 
as constructive criticisms are today welcomed by any man- 
agement through a well-established grievance procedure. 
An excellent one is contained in the report of Committee 
VI of the President’s National Labor-Management Confer- 
ence, which was unanimously approved by the entire con- 
ference. 

I am not going to spend more time on this point, because 
I feel sure you are all perfectly familiar with it, but I do 
want to emphasize its importance. By now it should be in 
general acceptance by industry everywhere. 

3. This brings me to the third essential for a sound pro- 
gram of industrial peace, namely, that there be complete 
and up-to-date information, based on honest facts, constantly 
flowing between labor and management and the community. 
This is necessary so that all may understand what is truly 
involved in any issue. How important it is to recognize, in 
this age of advertising and radio,—what is the truth? and 
what are the facts of any situation? 

The world has become propaganda crazy, Every govern- 
ment seems to have found it necessary to develop large prop- 
aganda departments. Our own government, according to 
figures recently released by the Bureau of the Budget, has 
over 23,000 full time publicity men on its pay roll, with an 
additional large number on part time, and with an expendi- 
ture last year of around 74 million dollars. Why, when 
you pick up a newspaper or listen to the radio today you 
cannot tell whether you are getting impartial facts, or 
whether you are getting a line of propaganda to build up 
some policy of the government or some project to which 
they have given their blessing. 

The only country in the world which seems to have given 
out its national information in a straight, simple and factual 
way is Switzerland. During the war it was surrounded on 
all sides by nations at war. It was only by telling its people 
the truth and by correcting quickly any misinformation that 
was being brought in from the outside that the Swiss people 
were able to stand firm against outside pressure and destruc- 
tive forces. Today, however, in our own country it is ob- 
vious that we have a state of great confusion. The general 
public does not know what to believe or what not to believe. 

Add to this situation the deliberate efforts of various mi- 
nority groups to push their own particular brand of ideas and 
take advantage of every opportunity. No wonder confusion 
exists today! There are very few people in management who 
really knew what was behind the national demand for iden- 
tical wage increases, with no regard being shown for what 
the individual situation may have been in any particular 
company or industry. 

We surely do know, however, when government and or- 
ganized labor tried to persuade the general public and Amer- 
ican workers that wages have little or nothing to do with 








Herman W. Steinkraus 





567 





prices, that even simple economic principles were being 
ignored. 

And right here is where management, with few exceptions, 
has utterly failed. It has made little contribution toward 
better understanding on the part of the general public or its 
employees of the simple principles involved in running a 
successful business and offering them steady, satisfactory 
employment. 

Management is equipped to do such a job very well. In- 
dustry has had plenty of experience in the use of advertising 
and publicity for the sale of its products over many years. 
Advertising methods have been developed in this country to 
a greater degree than in any other nation of the world. In 
fact, this tremendous force has been one of the great in- 
struments in spreading the good things of life to a larger and 
larger consuming public. Yet, while management has done 
this selling job superbly, we have apparently neglected to 
help either our employees or the public at large to understand 
what has made this higher and higher standard of living 
possible for us. 

On the other hand, there are certain national organizations 
in the country today who for a long period of time have 
been directing their propaganda to leaders of thought in 
each community, such as ministers, educators, social work- 
ers—and even college students. Some of their theoretical 
nostrums, which sound so plausible but which have been so 
definitely disproved over the past centuries, are being widely 
accepted because they are not being adequately refuted. 

Listen to an exact quotation from the Preamble to the 
Constitution of one of the international unions which has 
promoted many strikes in recent months. Workers are given 
this to read: 


“1. We hold that there is a close struggle in Society, 
and that this struggle is caused by economic conditions. 


“2. We affirm the economic condition of the pro- 
ducer (and by ‘producer’ they mean ‘worker’) to be 
that he is exploited of the wealth which he produces, 
being allowed to retain barely sufficient for his elemen- 
tary necessities. 


“3. We hold that the class struggle will continue 
until the producer is recognized as the sole master of 
his product.” 


That doesn’t sound like this country, does it? Every fair- 
minded American knows that our high standard of living 
excels that of any other nation in the world! In fact, it 
has given us the very freedom which some take advantage 
of to tear down the fabric of American opportunity and 
individual liberty. 

Here’s another typical quotation. This comes from a 
circular distributed last week to the employees of plants in 
the City of Bridgeport by the Communist Party. It says: 

“The bosses’ scheme to rob the workers of their wage 
increase is already evident in their plans to intensify 
the speed-up and do away with ceiling prices. Through 
their henchmen in Congress they are hacking away at 
the wage increases; meat and food prices are going up, 
and other essential commodities are being boosted to 
satisfy their inexhaustible hunger for profit.” 


“In all these struggles Communists were active in 
unmasking the aim of the reactionary employers. We 
pointed out that the aim of the big trusts was to de- 
stroy the labor movement and how they were able to 
utilize the court injunctions, newspapers, and other 
capitalist institutions against the workers in the 
struggle.” 


That sort of thing is constantly being put into the hands 





of your employees and mine. You can draw your own con- 
clusions. 

The other day a member of my family brought home a 
Co-operative paper from a grocery store. I picked it up 
and found myself reading these high-sounding words: 

“To the average person whose life has been moulded 
in a profit economy it would no doubt come as a sur- 
prise that to not a few economists the profit system 
appears as merely a stage in social development, and 
the most advanced nations, economically speaking, are 
even now passing beyond conditions which enable an 
economy to function on a profit-making basis.” 


From this pseudo-intellectual language one would think 
you were an old fogey to believe in a profit system any more! 


To quote further: 


“The discussions taking place everywhere on the cre- 
ation of an order of full employment, the fullest pos- 
sible utilization of productive capacity and a decent 
standard of living, reveal that profit in the economic 
sense is a real barrier to the establishment of such an 
order.” 

“Booms and depressions are inevitable in a profit 
economy. It is not for economic reasons alone that the 
profit system is attached but for the very potent reason 
that it will not give us an economy of plenty.” 


Well, if we don’t have it here, where else in the whole 
wide world is there such an economy of plenty? Ask our 
returning service men, wherever they have been, whether 
they have found an economy of plenty anywhere else, or 
whether they have found it here. Yet what I have just read 
is typical of the propaganda which is flooding this country 
today, without much opposition. 

I don’t mean to say our system is perfect, but it is better 
than any other yet devised, and it has provided plenty, as 
the rest of the world can testify from our bounty. Manage- 
ment has simply got to tell this story, or I fear the volume 
of this type of propaganda will undermine the thinking of 
our people. 

Up in Connecticut the editor of a leading pro-labor paper 
has been conducting a radio forum for the past few months, 
with the purpose of getting the public to understand more 
about labor and management. His sincerity in this effort 
is beyond question and the radio program has received wide 
acclaim. But do you know what was the greatest difficulty 
he had to face? It was the problem of getting enough busi- 
ness executives to be willing to take part in these forums 
and present management’s side. 

There were always perfectly capable representatives of 
labor ready to present their side of any problem to the radio 
audience, but management representatives have shied away, 
and felt no obligation to give the public their viewpoint. 
As a leading business man said to me recently: “Manage- 
ment is losing out by default.” 

Until management is willing to assume its share of bring- 
ing the truth to the general public there cannot be the in- 
formed public opinion which is the greatest potential force 
for industrial peace that exists in our country today, 

A few national organizations have attempted advertising 
campaigns, but by and large these have failed to accomplish 
their purpose. The cause for such failures in almost every 
case, I believe, is writing over the heads of the readers, using 
long and complicated terminology instead of simple, direct 
statements. 

However, American advertisers did an outstanding job 
of selling war bonds and raising funds during the war by 
using some of their space and radio time. In a similar way 
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I propose that each company include in their regular adver- 
tising, radio, and direct mail program some copy in simple 
language, telling the facts that underlie our American busi- 
ness success. Speaking in practical terms, if every adver- 
tiser would devote up to ten per cent of his advertising 
budget, or include in its regular advertising copy clear state- 
ments about our American enterprise system, our employees 
and the public at large would soon recognize the truth, and 
not be misled by the propaganda now so blatantly distributed. 


The community, too, can help to bring about industrial 
peace. If the leaders in a city, including its public officials, 
clergymen, and educators are broad-minded, intelligent, co- 
operative citizens, aware of their responsibilities for keep- 
ing a community sound, then every plant located in that 
city, and its employees, will benefit by that progressive at- 
mosphere. Not only that, but that city will attract more 
industry. 


Many a company today would refuse to build or buy a 
plant in the city of Detroit for fear it might be stepping 
into a hotbed of labor troubles. Yet that same company 
might very readily choose a city such as Boston, where a 
group of both labor and management leaders have done an 
outstanding job to create the right atmosphere of cooper- 
ation in industrial relations. 

Not so many years ago Toledo had a very bitter experi- 
ence, and was one of the worst centers for labor troubles 
in the United States. But the people of that city made up 
their minds they wouldn’t permit such a thing to continue. 
‘They formed a committee comprising top leaders of labor, 
management, and civic groups, and today they are making 
steady progress toward lasting industrial peace. Any com- 
munity can do what they are doing. 

| would like to see every community of our country do 
its own job locally, instead of what we have now—running 
to Washington with all our troubles. If management and 
labor do not want the federal government te gradually usurp 
their functions, they should be very sure that they work 
out their own agreements with each other. 

There has been a growing trend in recent years for all of 
us to lean very heavily on Washington. Let us consider 
what has happened in countries in Europe where the same 
trend took place. The more government served labor or 
management the more government also took on authority 
over them. If labor and management wish to remain free 
in America we must find a way to work out our problems 
together, and look to government only in the position of 
umpire, or surely, as night follows day, history shows that 
yovernment must eventually dominate them both, and free 
labor and free enterprise will be a thing of the past. 


4. There is a fourth essential I wish to suggest as neces- 
sary in any program for lasting industrial peace, and that 
is, equality before the law for both labor and management. 

There is no denying that today there is inequality before 
the law in labor-management matters. The gains of labor 
in the last twenty-five years have been very great. During 
that time legislation was passed by Congress because they 
believed certain rights of labor needed to be recognized. 
The shoe is now very much on the other foot. Labor lead- 
ers have rights and privileges without penalty, which man- 
agement does not have. This is no doubt one thing that 
has kept management from speaking freely, even to its em- 
ployees. 

For-example, labor is allowed to tell employees to vote 
for a strike, but management is not allowed to tell them not 
to vote for a strike. 

Yet the right of freedom of speech still exists. Let us call 
for an impartial analysis of existing legislation, as was done 


at the President’s recent Labor-Management Conference by 
management representatives, and let us urge that where 
necessary legislation be modified to insure equality before 
the law. That is only fair. 

If the National Labor Relations Act is to accomplish its 
original purpose, it must be revised. The test to which it 
has been put, especially within the last nine months, indi- 
cates that it does not operate equally for labor and man- 
agement; and unless there is equality before the law, there 
cannot be justice before the law. 


The very nature of this country, the very foundation on 
which it was built, is one of fairness and equality to all 
citizens. These rights are provided in the Constitution and 
the Bill of Rights, but some of the decisions which have 
been handed down in recent months seem to me to be out 
of harmony with the basic thinking of our forefathers. We 
must under all circumstances make the law of the land apply 
equally to all parties, and that goes for labor and manage- 
ment, as well as for other branches of the American economy. 

5. Now I come to a matter on which I sincerely hope I 
will not be misunderstood, but on which I have deep con- 
victions in connection with the possibility of industrial peace. 


There is so much talk on the part of some people about 
the almost sacred right to strike that I very much fear the 
American public and quite a number of employees think 
that a strike is a great privilege, something quite noble and 
desirable. However, those people who have been out on a 
strike for a month or two find out that it is not such a fine 
thing, and many a person after one bitter experience regrets 
that a great deal more effort had not been made to avoid 
a strike by every possible means. 

The right to strike is of course an important one for labor 
to keep inviolate. But it is also a devastating thing to the 
worker, to the company, and to the entire community. If 
we are to have industrial peace, our program must include 
a harder fight—a very much harder fight—to avoid strikes 
than we have been making in recent months. 

A strike is not a pleasant occurrence, and too often does 
not express the wishes of more than a few. To be sure, 
there is always apt to be a small group who want to use 
force first of all, to ask for a strike vote, to make threats, to 
call for a strike or a walk-out. 

Maybe a few impetuous hotheads are good for any group. 
I am inclined to think they may be, but it is not a good 
thing for any organization to turn over the reins to them. 

In this day and age strikes are an outmoded weapon. 
They belong to the age we have lived through—not the 
age to come. Strikes are linked to strife and hatred. They 
have no place in the better world we want to build for our 
children. 

Often they bring no material gain, only weeks of hard- 
ship for the family, the wage earner out of work, and both 
the company and the worker taking a loss in the long run. 
It is natural for each group of strikers to feel that their 
strike is different, that other strikes may be wrong—but not 
theirs. 

Perhaps there have been such cases. All I can say is that 
over a lifetime spent in industry, from working at a bench 
in a factory to my present work, I have seen strikes come 
and go over many years, from one part of the country to 
the other. I have never yet seen a strike where the benefits 
that were fought over could not have been won to a more 
lasting degree by more orderly, though slower methods. 

I believe it is a step backward to use strikes and strike 
methods as freely as has been done in the last few months. 
They should have no place of growing importance in our 
intelligent and civilized world. There are better methods, 
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with more lasting results, and industrial peace can never 
really come to fruition when the national pattern of wage 
demands hinges on a vote to strike. Frequently it is not the 
true expression of the wishes of the employees, but the de- 
sire of some to forge a sword of Damocles to hang over 
the head of anyone who fails to yield quickly to their set 
of demands. 

It would be better to try every possible means of reach- 
ing a compromise before a strike or lockout should be called. 
Call in the good offices of the entire community, or the 
state or national boards, if necessary, toward that end. We 
have a long way to go in the direction of utilizing these 
agencies to a greater degree than they are being used today. 

Remember, the right to work is just as important in this 
country as the right to strike. All we have been hearing 
about in recent months is the right to strike. No program 
for lasting industrial peace can be built on such overemphasis 
of the right to strike, but must be based upon greater em- 
phasis on the importance of continuing production, of doing 
everything possible to provide steady, continuing work for all. 

Years ago some managements used the lockout as a threat, 
if not an actual weapon of stopping employment. Today 
this weapon is recognized by all enlightened management 
as outmoded. Similarly, I feel sure that as the organized 
labor movement becomes more mature, it will push the 
strike and the threat of strike far into the background as a 


Humbug and 


last resort, instead of letting it become practically a first 
step in negotiations. 

The starting point for industrial peace is the right co- 
operative attitude on the part of management, the employees, 
unions, and the public in general. The old philosophy of an 
eye for an eye and a tooth for a tooth ought to be relegated 
to the ranks of centuries ago. ‘Today the progressive atti- 
tude is more aptly expressed in an ad written by a labor 
editor in answering the question, ““Who is more important 
in the plant—the boss or the worker?” He answers, “You 
might as well ask—which is the most important wheel on 
an automobile? Only as they roll together can all succeed.” 
There can be no successful union unless it is working in a 
successful company. ‘There can be no successful company 
unless it has happy and prosperous employees. 

Any program for industrial peace must be a living, active 
thing, not a static plan. Constant improvements and refine- 
ments will come naturally, as conditions change. Let us 
realize that industrial peace is not merely a state of absence 
of strife, but rather a continuing experience of a happy, 
prosperous, and constantly stronger relationship between 
labor, management, and the community. 

This problem we face is man-made. It is not insur- 
mountable. As free men we can solve it, and lay the founda- 
tion of a secure and lasting industrial peace—if we have the 
vision and the will to do so. 


Double Talk 


TWIN PERILS TO FREEDOM 


By J. P. SEIBERLING, President, Seiberling Rubber Company, Akron, Ohio 
Delivered before the National Industrial Advertisers Conference, Atlantic City, N. J., June 20, 1946 


trial Advertisers Conference: I am going to surprise 

many of you on this occasion and refrain from talk- 
ing either on the subject of Industrial Advertising or the 
Rubber Tire situation. I suspect that all of you here today 
know considerably more about the first subject than I do, 
and with respect to the second subject are not interested in 
a rubber man’s alibis. 

Instead I have chosen to speak to you on a subject of con- 
siderably more importance to each of us than either of the 
two subjects mentioned, because the implication of my re- 
marks will relate to basic considerations of our most precious 
possession—namely, our individual freedom—and to what, 
for want of a better name, we call “the American way of 
life.” 

I have entitled this address “Humbug and Double Talk 
—Twin Perils to Freedom.” Rather than to attempt to 
define what is meant by humbug and double talk, I am going 
to illustrate both for you by a story I recently heard about 
Abe going into Ike’s store to buy an all-wool suit of clothes. 
Abe said, “Ike, because you are my neighbor and my friend, 
I have come to buy from you an all-wool suit of clothes” ; 
Ike, getting out a 75% cotton and 25% wool suit, replied, 
“Abe, because you are my neighbor and my friend, I am going 
to give you this $100 all-virgin-wool suit—not for $100, 
not for $90, not for $80, not even for $70—but, believe me, 
for $65." To which Abe replied, “Ike, because you are my 
friend I am not going to give you $65 for that suit, nor $55, 
nor $45—not even $35—but, believe me, I am going to give 
you for that suit $32.55.” Whereupon Ike replied “ ‘SOLD’ 


—now that’s the way I like to do business. No chiseling.” 


M: Chairman and Members of the National Indus- 


That story illustrates more perfectly than I could describe 
what is meant by humbug and double talk, as both of those 
elements are readily apparent in the story. Because you re- 
cognized them and appraised the ridiculous and unsubtle 
inconsistencies involved, you refused to take them seriously 
and enjoyed a good laugh. 

Unfortunately the humbug and double talk to which this 
nation has been exposed in large doses for much of the past 
15 years or so has not been similarly received, because it has 
come from apparently important people—in serious talks on 
serious subjects, and for the most part has been cleverly dis- 
guised so that the mass of the people have failed to recog- 
nize the humbug and double talk as such and, instead of 
laughing at it, have accepted it as so much truth. Who was 
it that said, “What fools we mortals be!” 

For example, let us take the last two of the so-called four 
freedoms of the non-existent Atlantic Charter, so solemnly 
enunciated and seriously regarded by millions of unthinking 
the world over. Here we have humbug and double talk at 
its best. Freedom from fear and freedom from want. The 
first bit of humbug lies in the fact that freedom from is not 
really freedom at all, but rather the idea of escape or im- 
munity. The true idea of freedom is not negative or con- 
tractive, but rather is positive and expansive in character. 
A man in jail is free from a lot of things but he enjoys none 
the less little freedom. Freedom to and freedom of and 
freedom for are real freedoms because they are positive and 
expansive, but freedom from, properly regarded, is a phony 
freedom any way you look at it. 

The second bit of humbug lies in the fact that freedom 
from fear and freedom from want are as impossible of at- 
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tainment as the attainment is undesirable. How can you 
be without fear so long as the body of man is mortal and 
evil exists, and the only certainty in life is death and taxes, 
and the known is but an infinitesimal segment of the un- 
known—and particularly so, now that the atomic age has 
arrived? How can you be without want when the wants 
of man are limitless—such as the want for eternal youth 
and the want for eternal life ? 

Even if freedom from fear and freedom from want were 
possible attainments, they are scarcely desirable ones—for 
tear, properly regarded and controlled, is not the enemy of 
man but rather the friend of man, and human want has 
been and continues to be the single greatest spur that exists to 
the progress and development of mankind. 

Fear is mankind’s greatest protector and want is mankind’s 
vreatest stimulator. Fear teaches us what to avoid and what 
to prepare against that would harm or destroy us, while 
want spurs us to strive for improvement of our lot. Imagine, 
if you can, life on this planet where no one feared anything 
and everyone wanted nothing! Well—so much for the hum- 
bug of the so-called third and fourth freedoms. What about 
the double talk? 

Here the plot thickens and what has seemed senseless be- 
vins to make sense, for is not freedom from fear the sly 
appeal to the natural human desire for so-called security, 
ind does not freedom from want suggest that alluring 
heavenly goal known as “‘the more abundant life?” Security 
and abundance—there we have it—the two basic appeals of 
the collectivists, be they communist, socialist, fascist, or vari- 
ous combinations of all three—such as the planned econ- 
omists would have us accept. Anyone who thinks at all 
knows that collectivism and freedom are like oil and water. 
‘They just won’t mix, because they are the antithesis of each 
other. But that’s where the double talk comes in—you talk 
the ideas of collectivism and clothe the ideas in the verbiage 
of freedom to snare the gullible and the unthinking. 

Possibly the most astonishing piece of humbug which has 
been solemnly asserted in our times and widely accepted as 
truth was the idea sold here by the British Lord Keynes 
that we needn't be concerned with the size of the national 
debt because we owe it to ourselves. If such doctrine were 
true, one would think that the British, instead of working 
so hard to borrow four billion dollars from “Uncle Sugar 
Able,” would just borrow it from themselves—for then, ac- 
cording to Lord Keynes, owing it only to themselves they 
would not have to worry about it at all, nor would we, and 
everybody would be happy. It is indeed amazing that some- 
one in Congress has not yet thought of making that sug- 
vestion not only to the British, but also to the French, Poles, 
Czechs, Italians, Chinese and Russians—just to mention a 
a few who have not yet become acquainted with the ideas 
of the Honorable Lord Keynes and still have the quaint 
idea that it is better to owe “Uncle Sappo” than themselves. 

But humbug and double talk is not limited to politicians 
and lords. Even Walter Reuther has found the answer to 
economic depressions. All you have to do, according to 
Walter, is sustain purchasing power by raising wages and re- 
frain from raising prices, and presto—the depression is ended, 
prosperity returns and everyobdy is happy again. It would 
be truly interesting if Dr. Gallup would take a poll and 
see just how many millions of persons actually believe such 
humbug, even tho I fear the results as a reflection upon 
average American intelligence might prove to be depressing. 

One could go on for hours citing examples of the humbug 
and double talk to which this nation has been exposed, by 
simply quoting Chester Bowles, Henry Wallace, Lee Press- 
man, Walter Winchell, and so on. But what's the use, when 
an editor of the Cleveland Plain Dealer so neatly summed 


up the matter in an editorial entitled “Are You Confused ?” 
—which reads in part as follows: 


“Consider the manner in which we are fooling our- 
selves or others these days by calling a loose association 
of scrapping countries the ‘United Nations’, or by re- 
ferring to one who supports Russian imperialism as a 
‘liberal,’ or a follower in the footsteps of Alexander 
Hamilton as a ‘Democrat’. 

“In this era of double-talk, a ‘free press’ is one that 
prints only your side of the story; an ‘unfair practice’ 
is any legitimate step taken by a businessman to keep 
from losing his investment; a combination of govern- 
ment measures resulting in a scarcity of goods which 
produces a black market is an ‘anti-inflation program’; 
a planned economy is urged as the only means of saving 
‘free enterprise’, and any measure designed to benefit 
a minority group at the expense of the majority is for 
the ‘public welfare’. 

“ Propaganda’ is the nice things other nations say 
about themselves; the nice things our government says 
about itself are ‘information’ or ‘education’. A combi- 
nation of business enterprises for the purpose of hiking 
prices is ‘in restraint of trade’, a combination of labor 
unions for the purpose of hiking wages is ‘industry- 
wide collective bargaining’. 

But you carry on the list. We’re going out and join 


the C.A.I.C.” 


The foregoing is all very interesting, but where and how 
does the peril to freedom come in? Well, almost 2000 years 
ago the greatest philosophic mind of all time asserted, “Ye 
shall know the truth and the truth shall make you free,” 
and so experience has proven it to be. As man has learned 
the truth about the laws of nature and the laws of God, his 
burdens have been lightened, his well-being has been ad- 
vanced, his life on this planet has been lengthened, and his 
body, mind and spirit freed. It is only as truth is banished 
or concealed, or mankind is deceived or kept ignorant, or 
mankind stupidly or perversely ignores the truth, that free- 
dom begins to die and lose its force. Truth and tyranny 
were never fellow travelers and no tyranny has ever pros- 
pered in the light of truth. That’s why those who would 
restrict or destroy freedom invariably resort to the conceal- 
ing or stifling of truth thru the artifice of humbug and double 
talk. 

Today the world is confronted with the greatest conflict 
in its history. The conflict basically is ideological—the stake 
is the freedom of the individual, and in due course the 
United States of America will become the final battleground 
where the issue will be settled for generations to come. If 
this is true, is it any wonder that those who favor collectivism 
and are opposed to private capitalism, individualism and 
the free enterprise system have availed themselves of our 
freedom of speech to confuse and divide us as a people and 
as a nation by specious reasoning, deceptive plausibilities, ap- 
peals to prejudice, and all of the other components of hum- 
bug and double talk? 

Only recently Undersecretary of State Dean Acheson, in 
describing Hitler’s methods, spoke as follows: 

“With this as a start and with all the perverted in- 
genuity of propaganda, which uses familiar and respected 
words and ideas to implant the exact opposite standard 
and goal, a whole people have been utterly confused 
and corrupted. . . . The base practice drives out the 
better. The cheaper, the more fantastic, the more 
adapted to prejudice, the more reckless the appeal or 
the maneuver, the more attention and excited attention 
it receives; and the less chance there is that we shall 
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listen to the often difficult analysis of the facts and the 
always difficult consideration of duty.” 


Well, here are two facts that in closing I feel it my duty 
to leave for your consideration. 

Fact one is that among the seven subjects laid down for 
study in the second Russian five-year plan for science was 
“a provision of the historical and social theory for combating 
the ideas of capitalism, and dissolving the prejudices which 
survive in the minds of the people and have been transmit- 
ted from earlier forms of society.” 

Fact two are statements taken from the writings of Pro- 
fessor Harold J. Laski, Chairman of the British Labor Party 
—now in control of Britain—and the darling of the Amer- 
ican Reds and Pinks. 

“T have come to learn that the private ownership of 
the means of production makes it impossible for the 
democratic idea to transcend the barriers of class with- 
out the capture of the state power by the working class. 
. . . The conclusion I draw from it is the necessity of 
a unified working class party able either to win political 
power or, if it meets the challenge of Fascism, to emerge 
victorious from the conflict. .. . The time has come for 
a central attack on the structure of capitalism. Nothing 
less than wholesale socialization can remedy this posi- 
tion. ... There is no answer to the philosophy of 
Marx.” 

Do you see the nature of the conflict that is upon us? Do 
you recognize the potency of the twin perils to freedom? 
Do you appreciate that the time has come for businessmen 


everywhere to cast out considerations of expediency and be- 
come articulate in this great and basic struggle for economic 
freedom and individual liberty? 

There is an answer, Mr. Laski—an unanswerable answer 
—to the false philosophy of Karl Marx, and that answer 
is the United States of America and all that it stands for 
and has meant in human history since the day the Declara- 
tion of Independence was signed and the Liberty Bell rung 
and the Constitution of the United States formed, and thru 
all the years down to this very day. For here in this great 
land of ours, more people have had more freedom, more op- 
portunity, more material wealth, more education, more hap- 
piness, under private capitalism and free enterprise and the 
freedoms guaranteed by the Constitution of the United 
States than in any other country or under any other system 
or under any other economic or political philosophy in the 
world. Tell that truth to the Russians, Mr. Laski, when 
your Good Will Mission arrives in Moscow—if they dare 
to let you speak; and tell them too, if they will let you, that 
the majority of the people of this country are fed up with 
the humbug and double talk of you and your fellow travel- 
ers in England, in Russia, and in the United States—and 
even within the government of the United States—relating 
to the alleged wondrous glories of your foreign isms, be- 
cause the majority of the people of this country are at heart 
real Americans who believe with all their hearts and souls 
that the greatest ism in the world is just old-fashioned, plain, 
every-day Americanism. And that’s the truth, Mr. Laski— 
the whole truth and nothing but the truth. It is not humbug 
or double talk. 





Hail and Farewell 


AMERICA, THE TRUSTEE OF HUMAN HERITAGE 
By ANDRE MAUROIS, Author 


Delivered at The University of Kansas City Commencement, Kansas City, Missouri, June 2, 1946 


YTTON STRACHEY tells us that Lord Hartington, 
an English statesman, on some florid speaker’s avow- 
ing “this was the proudest moment of his life,” 

grumbled: “The proudest moment of my life was when my 
pig got a prize at the Skipton Fair.” 

I regret to say that, though I possess no prize pig, this is 
to me a memorable moment of my life. To you of course 
it would be just another commencement address. With pa- 
tient resignation you expect my sentences to crawl cautiously 
on a narrow crest between two Dead Seas of platitudes into 
which most of them will fall. To me however this is my 
last discourse in America before I fly back to France, my 
last public appearance in a country that has given me during 
my years of exile the most generous hospitality, and I cannot 
help attaching some importance to the occasion. Commence- 
ment? Yes, this is indeed a commencement for all of us. 
For you, who are about to leave the University, it is the 
commencement of an independent life; for me it is the com- 
mencement of my readjustment to European life. I know 
that I shall find there, alas, much misery and much anxiety, 
but I know also that my hopes will always be kept alive by 
the memories of your strength, of your goodwill, and of your 
instinctive confidence in the future. 

Such, verily, is your country, and I, who have so often 
shared your life in your armies, in your colleges, and in your 
homes, feel in duty bound to tell you at the time of depart- 
ing: “O my American friends, hold on firmly to your insti- 


tutions and to your customs, because they are good.” Of 
course, being men with the faults of men, you are far from 
being perfect. Of course your constitution will from time to 
time need amendments. Of course your economic structure 
should adapt itself to new conditions. But your troubles 
are light and shortlived as compared with those of other na- 
tions and you have succeeded in maintaining order without 
tampering with liberty. No secret police listens in on your 
private conversations; no censorship clips your newspapers 
and your books; no Gestapo has a right to arrest you with- 
out due process of law. Your best propaganda is your coun- 
try. Make it known to other people who do not realize 
what you have achieved. Invite to your shores students, 
workmen, farmers, from all Europe. Let them see and judge. 
It is not only your duty; it will be your salvation, for, if 
the rest of the world does again bow to false gods and 
screaming dictators, it will become increasingly difficult for 
you to safeguard your liberties. No more today than at the 
time of Lincoln can the world endure “half slave and half 
free.” 

Our spiritual emergency is not over. The pessimistic 
philosophy that poisoned Europe between the two wars still 
lurks in many an embittered mind. Suffering has under- 
mined confidence. Military totalitarianism has been de- 
feated; political totalitarianism remains alive and active. 
There are still men who believe in force as a legitimate in- 
strument of government. The father of Fascism, Mussolini, 
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had written to Machiavelli’s Prince a preface in which he 
attempted to prove that men being absolutely bad, corrupt, 
cowardly, fanatical and stupid, must be led by a strong mas- 
ter. “To secure power,” he said to his disciple, “and to 
remain in power, the leader has a right to make use of lies, 
of hatred, of violence.” What justified, in Hitler’s eyes, 
persecution, wholesale massacres and undeclared wars, was 
the fundamental worthlessness of human nature and the im- 
possibility to govern by any other means, 

Such an attitude was called realistic. It was said that all 
history proved it to be wise. Statesmen like Wilson or 
Briand who had attempted to substitute justice and peace for 
war and conquest were derided. “Have they not failed?” 
the pessimist asked on a note of triumph, for he took pride 
in human failures and weaknesses, and his conclusion was 
that Man, being a savage and predatory beast, should be 
treated as such. Morality, national and international, was 
an illusion, freedom a farce, peace a dream, truth an out- 
dated notion. It is no exaggeration to say that such ideas 
were taught for twenty years to many of the young men of 
furope. 

Then came World War II and a great surprise. Reality 
gave the lie to the self-styled realists. It was not true that 
unscrupulous victors, determined to crush any movement of 
resistance could succeed in that detestable enterprise. The 
examples of France, Belgium, Helland, Norway, Greece, 
proved that heroic men can and will resist oppression. It 
was not true that free nations would be hampered in war 
by their free institutions and unavoidably defeated by totali- 
tarian nations. The examples of the United States and the 
British Commonwealth prove that freedom is compatible 
with security and that, in the long run, liberty wins over 
tyranny. It was not true that the unscrupulous leader has 
a better chance than the elected chief who yields to the peo- 
ples’ will; the fate of the worst and most cruel dictators 
proved that cruelty is not the best policy. 

“We must be realistic,” they said. All right. Let us be 
realistic. Reality teaches us that the most powerful weapon 
of modern times was invented and secretly produced in a 
free country. Reality teaches us that the will to power has 
consistently led its devotees to disaster. Surely Napoleon was 
a much greater man than any of the modern conquerors; he 
had in his composition a generosity, a lack of vindictiveness, 
a moderation that might have saved him in spite of his am- 
bition. Yet Europe would not tolerate his domination. The 
so-called realism is unreal; the so-called historic materialism 
ignores history; the surrender of the traditional liberties does 
not lead to happiness nor to victory. It is in vain that totali- 
tarian governments imprison and kill millions of innocent 
victims. Fear cannot govern forever. “You can do any- 
thing with bayonets, Sir,” said Talleyrand to’ Napoleon, 
“except sit on them.” 

And what is it, in the history of mankind, that has really 
succeeded? Study Europe after the fall of the Roman Em- 
pire. The world of antiquity had gone to pieces; the Bar- 
barian seemed incapable of organizing. If ever there was a 
time when cynicism and despair seemed legitimate, it was 
the Dark Ages. But the Church took over; the bishop be- 
came the protector of the town; Christianity slowly tamed 
the Barbarian; the warrior was turned into a knight and 
feudality into chivalry; and at last, after centuries of doubt, 
the faith of millions of men saved civilization. What does 
it mean? First that the power of ideas is not a negligible 
factor; second, that no situation is desperate. Remember 
Washington’s words at the worst period of your War of 
Independence: “We should never despair. Our situation has 
hefore been unpromising and has changed for the better, so 
I trust it will again. If new difficulties arise, we must put 


forth new exertions and proportion our efforts to the 
exigencies of the times.” 

The present state of the world calls for new exertions. 
Never did a situation look more unpromising. Scientific prog- 
ress has out-paced political progress. “Man has stolen God's 
thunder and uses it against Man.” Destruction has set back 
production in such a way that, in these most highly scientific 
times, starvation in Europe is worse than in the Middle Ages. 
We must choose, and choose at once, between a warless world 
and a manless world, because “if we do not hang together, 
we shall be atomized separately.” Yet whenever some of 
us say: “We should not despair, we should try to organize 
the new world,” we find ourselves up against an army of 
cynics who sneer at our frail hopes. 

“Here you go again,” they say, “with your childish ideal- 
ism. Will you never grow up? What do you want to try 
—the United Nations, an international police force? A 
pleasant dream. Anyone can see that the police force, if it 
ever came into existence, would be useless against a great 
power. What else? The World State? There is no chance 
of its creation in the near future and it is in the near future 
that we need protection. International organization may be 
a fine idea, but you do not stop rockets with ideas. More- 
over it is a vague idea. How will it work? How will you 
enforce the decisions? In fact we see that it does not work 
and that every nation thinks only of its own safety. I agree 
with you that armament races always led to war and will 
again. But men do not change their natures any more than 
eagles and crocodiles. You may regret it; you must face it.” 

Let us acknowledge at once that the arguments of the 
Pessimist seem potent. It is true, yes, quite true, that no man 
alive has a clear idea of what international institutions should 
be. But the answer is that no one ever knew beforehand how 
any institution would evolve. Consider the British Com- 
monwealth of nations. Did anyone a hundred years ago 
have any clear idea of Dominion status as we conceive it 
today? Consider the history of your country. Do you be- 
lieve that when your constitution was adopted many Amer- 
icans thought it would work? Certainly not. Let us read 
Franklin’s speech: “I confess that I do not entirely approve 
of this constitution at present; but, Sir, 1 am not sure that 
I shall never approve of it... 1 agree to the Constitution 
with all its faults—if they are such—because I think a gen- 
eral government necessary for us, and there is no form of 
government but that may be a blessing to the people if well 
administered.” 

Is not this exactly what we should say today to our 
skeptics? “We confess that we do not entirely approve of 
the United Nations charter. But it can be amended. Some 
sort of world government is necessary for us, nay indis- 
pensable, under penalty of destruction. Therefore we agree 
to support this new institution with all its faults—if they 
are such. Of course as long as the international body will 
be unable to give protection, individual nations will have to 
protect themselves as well as they can, but in the meantime 
much must and can be done in the right direction. There 
are many practical measures that could be taken at once 
and even the primitive form of world government we must 
be contented with at present may become a blessing to the 
people if well administered.” 

And what could be done at once? If you read One World 
or None, an excellent book written by American scientists, 
you will find there many practical proposals for an inter- 
national control of the new forces. A right of inspection 
should be exercised by an international agency. Aerial sur- 
veys would reveal the presence of mining activities in the 
fields of dangerous ores. The detection of secret atomic 
plants seems easy because they require such a large supply 
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of both power and water. Technical inspectors of the 
United Nations would check the movements of skilled scien- 
tists. Disarmament, as General Eisenhower suggested, could 
be coordinated. Uncoordinated disarmament after World 
War I led to disaster because the U. S., England and France 
let Germany rearm while they disarmed; coordinated dis- 
armament would favor peace and also release wealth for re- 
lief and rehabilitation. 

It would be the duty of a world government to regulate 
the production of foodstuffs, the distribution of raw material, 
the means of transportation. An international bank is al- 
ready in existence. A curious consequence of the rapidity 
of transport is the absolute necessity of an international 
health service. The length of most journeys is now shorter 
than the periods of incubation of epidemic diseases. When 
a traveller arrives by air from South America, you cannot 
know and the doctors cannot know whether this man has 
yellow fever. Quarantine loses all meaning. Yellow fever 
becomes a United Nations question. Sanitary isolation is as 
dead as military isolation. Progressively, just as the common 
administration of the Western Territory brought together 
the American Colonies, so the common performance of many 
tasks and duties would create a feeling of world solidarity 
and world responsibility. I do not say that world affairs will 
unavoidably take such a favorable course; I say only that 
they may move in that direction if everyone of us supports 
international institutions. 

For in the last analysis everything depends on the indi- 
vidual, on each of you, and on me. The best institutions 
are useless without the only revolution that counts—the 
revolution in men’s minds and wills. So I shall, before | 
conclude, attempt to tell you what each of us can do, and 
do now. 

First we can, and we must, keep faith in the possibility 
of saving western civilization. Before the magnitude of the 
disaster and the uncertainty of the future, there is a tendency 
to shrug one’s shoulders, to despair of human reason and 
to think: “If all others give up the fight for a better world 
and play for immediate reward, why should I not look after 
myself and get tough?” If all of us come to think that way, 
the game will be lost. The foundation of peace is in the 
hearts of men or it is nowhere. We must keep faith in faith. 
We cannot see clearly what should be done, how it could 
be done, but we know that much was done in the past, that 
men of good will in your country, and in mine, did achieve 
something great, and that what they did can be done again. 

What is it, for instance, that helps a Frenchman, in spite 
of the present misery of his country, to believe in her future 
greatness, if not the memory of her past achievements? He 
knows that France today is poor, devastated, unhappy, but 
he remembers that she suffered similar disasters before; he 
remembers that at the time of Joan of Arc all France was 
invaded; that after the Wars of Religion France seemed 
hopelessly divided; that in 1871 her defeat was so complete 
that Bismarck thought she was down for a century. But he 
also remembers that every time France was resurrected. 
What other generations have done, he then thinks, we can 
do now. Let us rebuild France. This is the feeling we all 
should have in regard to Western Civilization. It was, it 
is, a great civilization. It can and will survive if we keep 
our faith in the Greek idea of liberty, in the Roman idea 
of justice, in the Christian idea of love. It will die if we 
do not keep that faith. Every sneer detracts from the forces 
of peace. It is only world public opinion that will bring 
about world peace. 

What else can each of us do? We must do some intense 
and honest thinking. We must not, on such questions of 
life and death, let our passions, our interests, or our laziness 


take the better of our judgment. We must give to such 
problems more attention than to our most urgent personal 
problems because if a third World War does break out, this 
would mean the end both of our persons and of our prob- 
lems. And more than any others you Americans must think 
this over thoroughly because you are now one of the two 
most powerful nations on earth. Your thoughts must be 
worthy of your strength. Peace means self control, self 
sacrifice, and seeing the other fellow’s side. Peace means 
feeding the hungry, helping the needy and protecting the 
victims of oppression. Peace means an understanding of the 
past, because the past is the key to the present. In other 
words peace means culture and education. 

No one understands this better than the veterans who 
fought abroad in this war. I have enjoyed my work with 
them in this University and I have found in their state of 
mind my best reasons for hope. Moving about, seeing new 
places, new faces, fighting and suffering, they have acquired 
a knowledge of the world that will henceforth help them 
and all of us. They have realized that, though people live 
in houses of different designs, eat different foods, and speak 
different languages, yet all love and suffer in the same way. 
The veterans are not sentimental, thank Heaven! They no 
more live in a world of fiction, but, precisely because they 
are realists, they will never again be isolationists, nor will 
they ever again despise education. They have understood 
that history, literature and science are not only part of the 
world of books and classrooms, but essential elements of the 
world of men and things. They have learned that, with 
infinite patience and perfect preparation, difficult objectives 
can be attained. They know that the world is neither good 
nor bad, but will be what we shall make it. They have done 
a job; they are not afraid of another, more peaceful one. 

I was talking, a few days ago, to a young French officer 
who was in Alsace at the time when the Germans counter- 
attacked there and nearly took Strasbourg. This would have 
been a terrible blow, first because many of the inhabitants 
would have been arrested and shot, and also because Stras- 
bourg is to us more than a town, a symbol of French unity. 
It was essential that the line there should not be broken. 
“I was in command of only a hundred men,” this young 
captain told me, “but I had the strange feeling that all 
depended on us and that, if we held our small sector, every- 
thing would be all right. Of course it was not true... And 
yet if all the small sectors felt the same way and made up 
their minds never to surrender, then it became true that the 
line could not be broken, and it was not.” Our situation 
today is the same. If we do not want the line of peace to 
be broken, then each of us, man or woman, young or old, 
must think: “It all depends on me and I will do all I can.” 
This will not give us certainty of winning the battle of 
peace, but what is certain is that, without that common will 
and without faith in faith, the battle of peace cannot be won. 
It depends on you, my American friends, to show the na- 
tions of the earth that democracy can work, that a peaceful 
solution of our present economic troubles can be found, and 
that inter-national solidarity is more than a word. If you 
succeed in this, then our times might indeed be a “commence- 
ment” for the world of men. 

And now the time has come to take leave of this com- 
munity that has been for me like an Earthly Paradise. Fare- 
well, my students. The work some of you did will remain 
one of my most precious memories. Farewell, lovely campus 
where three Graces bathe eternally under the changing skies 
of Missouri, while the stone benches on the sloping lawn 
wait in vain for swooning couples. Farewell, Muses of the 
Liberal Arts Building, violet-wreathed, who so often helped 
me to forget sad memories and sinister forebodings. Fare- 
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well, America! I shall not say, like Byron: “Fare thee 
well, and if forever—then forever fare thee well...’ No, 
| hope with all my heart it is not forever; I hope I shall 
one day come back to you and drink once more at your fount 


of youth . . . Farewell, America! You are the last best 
hope on earth and the trustee of the human heritage. We 


know that it is in good hands and we feel sure that it will 
be saved. 


Power Versus Law 


GOVERNMENT FAILURE TO UPHOLD RAILWAY LABOR ACT 
By SAMUEL PETTENGILL, Former Congressman from Indiana 
Delivered over the ABC Network, New York, N. Y., May 26, 1946 


NHE railroads are running again. For that we can be 
mighty thankful. Yet, the fact that the strike took 
place and the manner in which it was brought to an 

end—however necessary, are matters all Americans must 
view with foreboding. 

It is no credit to this Republic that the situation got so 
bad that the President has recommended that strikers be 
drafted into the Army to be ruled by martial law. 

In times of crisis, it is necessary to prove that a free gov- 
ernment can act as quickly as a dictatorship. But it is still 
no credit to any American, after appeasing this problem for 
years, for the House of Representatives in 40 minutes to 
pass important legislation which they had never seen before. 

President Truman is to be congratulated for acting effec- 
tively after the crisis arose. 

Nor can the strike be excused in any way. 

Yet, it is wholly unfair to put all the blame on the men— 
most of whom are patriotic citizens. 

Put part of the blame for this sorry mess on the federal 
rovernment. 

By previous actions the administration had encouraged the 
men who struck to pursue the course they did—up to the 


actual walkout on Thursday last. 


This I shall prove by the record. 

The men were at fault but the government was also at 
fault. 

As the basic issues underlying this strike remain unsettled, 
let us review the entire case in order to assess the blame and 
determine a course of action for which free government 
need not blush. 

For a moment let’s look at the railroad workers. 

They have responsible jobs. 

They should be well paid. 

If they received sub-standard wages, and if there were no 
place where they could get a fair hearing, there might be 
sume moral justification for their walk-out. 

But the workers who blockaded the nation are among the 
best paid workers in the world. 

And 20 years ago Congress provided for the peaceful 
settlements of wage disputes, and at the same time keep the 
trains running. 

Boards appointed in accordance with this Act of Congress 
offered the men a raise of 16 cents an hour. 

‘The trainmen and engineers refused to accept. 

‘They demanded more than the board decided was fair. 

The other 18 railroad unions agreed to abide by the deci- 
sion. 

Yet, except for the fact that the President had “seized” 
the railroads, under his war-time power, the two railway 
unions were wholly within the law. They could legally 
blockade the nation. 

That may seem fantastic, but it is the fact. 

Now, how was the government at fault? 


It is at fault because in recent years, it has done two 
things: It has built up the power of unions by promoting 
industry-wide collective bargaining; and, second, it has 
failed to back up the decisions of its own fact-finding boards, 
but, instead, has overruled these boards, thus encouraging 
the men to make further demands. 

Twice before in recent years, this same thing happened. 

It happened in 1941, just before Pearl Harbor. 

A board granted a wage increase to railway men. 

The railway unions refused to accept it. 

Instead of putting the power and prestige of his office 
behind the board, President Roosevelt, in effect, told the 
board members to give in. 

They gave in. 

Again, in 1943, another exactly similar situation arose. 

And Mr. Truman, then a Senator, introduced a bill in 
Congress to overrule the decision if Mr. Roosevelt did not. 

If this practice is to keep on, union labor power will move 
more and more out of the control of moderate men, and more 
and more into the hands of ruthless and reckless men. 

This failure to back up decisions made by government 
boards has made a joke of the Railway Labor Act, which 
many have believed was a model for all labor legislation. 

It has made a joke of Congress, which passed the Rail- 
way Labor Act. 

It has made a joke of the millions of our people who want 
to work and earn their daily bread, without interruption. 

This whole sorry business traces back to a slow disinte- 
gration of Constitutional principle. 

It was decided by the wise men who founded our Republic 
that it is the business of government to govern; to act as the 
impartial umpire under its own just laws; to take neither 
the side of capital nor the side of labor; to set up impartial 
courts or boards to prevent what Federal Judge Knox has 
called “the law of tooth and fang,” and then, place the 
power of government behind the decisions made by its own 
authority. 

When government becomes umpire and also one of the 
players, what is the use of the rule book? 

You then have government by naked power, in place of 
government by law. 

But there is much more to this matter, which the Presi- 
dent’s drastic action wholly ignores. 

It has the appearance of a well-planned squeeze play to 
socialize America’s railroads. 

We have the right to ask whether agents or sympathizers 
of a foreign government are stirring up this domestic dis- 
cord—whether the trail leads deep into socialistic or com- 
munistic intrigue. 

Here is evidence of the squeeze: 

The wage increase and other additional railway operat- 
ing expenses (resulting from wage increases in steel and 
coal, etc.), will just about strip the railroads of any earnings 
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whatever unless freight rates are increased to meet the wage 
raise. 

And there is plenty of evidence that this will be vigor- 
ously opposed by government agencies. 

Secretary of Commerce Wallace and Mr. Chester Bowles 
have already intervened to put pressure on the Interstate 
Commerce Commission to go mighty slow on any freight 
rate increase. 

But that is not all. 

Mr. Whitney of the trainmen makes no bones of his 
support for socialization of railroads. 

This is not surprising in the light of an editorial which 
appeared yesterday in the New York Mirror. I quote: 
“Whitney is cited 35 times in the Dies Committee index to 
Communists and Left-wingers.” 

This may be news to many patriotic Americans who be- 
long to Mr. Whitney’s union. 

If one crisis after another does result in the government 
socializing America’s railroads, Mr. Whitney should know 
that his union is all through as a free labor group. 

He should have read what happened to German working- 
men under national socialism. 

Some people have conveyed the impression that our rail- 
roads are owned by a handful of rich people who make huge 
profits on their investment. 

This is contrary to fact. . 

Even in the peak year of 1944, all railroads combined, 
earned only 4% on their investment, and nearly half of rail- 
way mileage earned no dividends whatever. 

On the matter of ownership, as an example, take the 
Pennsylvania Railroad. It employs about 160,000 workers 
—but it is owned by more than 250,000 Americans—and 
about half of these people are women. 

In one way or another probably 40,000,000 Americans 
have some of their savings invested in our railroads. 

Please note that the President’s bill passed by the House 
last night, calls for the confiscation of all railroad earnings, 
while the railroads are in government hands. 

The men are not to work for nothing but the owners are 
to have their property used for nothing. 

What have the owners done to cause this strike? 

Why should they be penalized by confiscating their small 
profits, if any? 

Will the government reimburse them for any losses? No, 
that is not in the bill. 

Over in China they have a freight hauling system known 
as Chinese coolies. 


This is how Chinese coolies handle freight. They put a 
loaded bamboo stick on their shoulders and start walking. 

If these coolies are lucky, they make enough to just stay 
alive—The big difference, so far as wages are concerned, 
between the Chinese coolie and an American railroad worker 
is the tools that are supplied him. 

American railroads move one ton of freight one mile for 
one cent—three miles, for the cost of a postage stamp. Yet 
they pay the highest railroad wages in the world. 

President Truman’s emergency recommendations do not 
meet the basic facts of the situation. 

The solution to this problem is to decentralize the power 
of labor unions. 

No two men—or, as in the case of the coal strike, no one 
man, or any number of men, should ever have been put in 
the position to take this nation by the throat. 

Instead of building up the power of government over 
huge labor unions—which is the road to fascism—and rule 
by bayonets—we should build down the power of huge labor 
unions. 

Would you tolerate all coal mines—or railroads—being 
organized into a single gigantic trust where the owners could 
hold up the American people? No. 

Then why should we tolerate all coal miners being herded 
into a single union, so strong that only the threat of army 
rule and prison sentence can cope with it. 

This is more power than good men should want, or bad 
men should have. 

Forty years ago we broke up the nation-wide monopoly of 
Standard Oil. More recently we broke up the power of 
public utility holding companies. 

We fragmented their power so it would be safe for the 
people. 

Yet the petroleum and utility companies thrive today. 

The same would be true of labor unions. They would 
thrive also. 

This suggestion is not against democratic labor unions. 
It is against the centralized power of labor union leaders. 

Absolute power over lives or jobs has no place in this 
Republic. 

No one union should have the power of industry-wide 
collective bargaining. There should be less autocracy at the 
top and more local self-government at the bottom of the 
labor union movement. 

This is the teaching of Thomas Jefferson. We should 
return to it. 


Muscles and Machines 


“TO BUILD INSTEAD OF DESTROY” 


By C. F. KETTERING, Vice-President, General Motors Corporation 
Delivered on the General Motors Broadcast over N.B.C. Network, April 7, 1946 


HE word “horsepower” has become familiar to every- 

one in these days of mechanization. Back of this word 

lies a story that is intimately tied up with human 
progress. The Cave Man, who first tied a flint to a stick and 
used it as a hatchet, made a fundamental invention that is 
just as important today as it was then. As evidenced by our 
hammers, hatchets, and axes, he was trying to extend the use 
of his muscle through increased leverage. Man has extended 
all his faculties—the telescope and microscope extend vision, 
the telephone and loud speaker increase the range of his 


voice and the keenness of his hearing and transportation has 
widened his activity in every direction. One of his earliest 
advances in extending his power was made when he domesti- 
cated animals and used his little muscle to control the big 
muscles of animals such as oxen, horses and elephants. And 
he has been using his brain and smaller strength to control 
much larger forces ever since. 

When James Watt developed his steam engine he found 
they had to be sold to do the work of horses so he had to rate 
his engines in terms of work performed. To make a practical 
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comparison he found that a good dray horse could raise a of a steel mill by moving a tiny lever can command five to 


quarter of an English ton or 550 pounds about 60 feet in a 
minute or one foot a second. So he called this rate of doing 
work, that is, lifting a weight of 550 pounds one foot in a 
second, “the power of a horse” or “one horsepower.” This 
has long been the standard unit for measuring and comparing 
power. 

Man isn’t very good when it comes to developing power— 
in fact, a good, strong athlete can produce a little over two 
horsepower for about a minute, and if he works continuously, 
he is good for only about one-tenth of a horsepower. That’s 
just about enough to run an electric fan. 

In the average home a hundred years ago a good house- 
keeper had to do a lot of work by hand—there were fires 
to be made, water to be pumped, clothes to be scrubbed and 
ironed, carpets to be dusted and floors polished—not to men- 
tion the various forms of hand labor involved in getting a 
meal. The modern housewife, on the other hand, would be 
envied by any ancient ruler with his coterie of slaves for, 
by turning switches she can control enough horsepower to 
do all this work with what we might call electrical slaves 
and these are at her beck and call day or night. This power, 
available for the household, does not include the eighty horse- 
power car in the garage that can transport her many miles 
to town and back, run errands, get the groceries and take the 
children to school or the family to church. 

But getting back to this business of Man’s extending his 
muscle, when he invented the steam and gasoline engine, he 
found himself in control of still greater forces. The operator 


ten thousand horsepower to roll out huge steel billets. And 
the pilot of a modern bomber controls over ten thousand 
horsepower with the movement of his hand. 

Just as Watt’s steam engine heralded the Industrial Revo- 
lution, the internal combustion engine changed the pattern 
of civilization, particularly for the individual. It provided 
him with personal transportation for his daily needs and put 
him in touch with other people and events in many different 
parts of the country. All he needed was a road to travel on 
and this was quickly provided. 

Today the 30,000,000 automobiles, trucks and buses in 
use have available over a billion and a half of this easily 
controlled horsepower. And to provide these cars and trucks 
with fuel we must produce about a million, four hundred 
thousand barrels of gasoline per day. 

America’s leading position in the world today is no mere 
accident. This country has surpassed every nation in the 
world in the production and utilization of power. We have 
just helped to win a war because we were able to produce 
three-quarters of a billion horsepower for our airplanes, 
boats, tanks and trucks. And we did this because of our peace 
time experience. 

Man, through this power, has grown to be a giant. But 
we should give serious thought as to the best way to use it. 
If we use it unwisely for conquest, as some have tried to do 
in recent years, power war becomes too destructive. But if 
we use it wisely—to build instead of destroy—we can ac- 
complish miracles for peace and progress. 
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